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Shock tactics are needed and will do good so long as the 
shdck lasts.’ But by themfelves they will not accomplish much. 


Mar: 


~The obvious criticismr-ef the White Paper is that, while it 


states the need for a sharp rise in productivity, it does not 
even hint at how it is to be achieved. The only statements in 
the White Paper that come anywhere near being declarations of 
policy are that the Government is “ taking energetic measures ” 
to remedy local unemployment, that it “is doing everything 
it can in the present international discussions ” to reduce to a 
minimum the danger of importing unemployment from other 
countries’ depressions (this should presumably be read as mean- 
ing that it is doing everything it can, short of annoying the 
American State Department) and that it “will maintain con- 
trol” of prices. For the rest, the White Paper is content to leave 

a great responsibility . . . on both sides of industry to play their 

full part in rousing the nation to an appreciation of the country’s 

very serious economic position and in ensuring that there is 
such a large and sustained increase in production as will enable 
us to have sufficient goods to pay for our essential imports and 
to meet the urgent needs of the people at home 

—in short, government by delegated exhortation. 

To this criticism the official reply would doubtless be that 
the present White Paper was never intended to state official 
policy and thet this will be done when Mr Morrison introduces 
his “ economic budget ” to the House of Commons next month. 
This, no doubt, is true, and Mr Morrison would be putting him- 
self in a ridiculous position if he confined his “ budget ” to an 
allocation of the available resources without devoting any atten- 
tion to how the resources themselves can be enlarged. But it is 
difficult, nevertheless, to avoid a certain scepticism, since some of 
the things that need to be done if the Government is now to play 
its full part in a campaign for high productivity would involve 
it in a change of policy fully as sharp as the change in tone of 
voice that is registered in this week’s White Paper. It will, in 
any case, do no harm to set down some of the steps that a 
Government that was really in earnest would set about taking, 
whether the catalogue turns out to be an anticipation or a warn- 
ing. None of the items in the list is any less familiar than the 
points in the White Paper’s analysis ; but apparently they are in 
equal need of repetition. 

* 


The first point in any productivity policy must obviously be 
an attempt to enlarge the total labour force. There are some 
small steps that could be taken at home. The efforts that have 
been made to persuade married women to stay in, or return to, 
work, for instance, have been rather half-hearted, and the recent 
increase in old age pensions, justified though it is, was so con- 
trived as to induce the elderly to leave their work. There are a 
few score thousand extra workers who could be recruited by 
means of comparatively small administrative changes in the 
social services and the tax laws. But the only large addition 


that can be made to the labour force is by the recruit- , 


ment of foreigners. At length, after monstrous higgling, the 
Government has secured the entry of a few thousand Poles into 
coalmining and agriculture. But why only a few thousand? And 
why only Poles? The French Monnet Plan, faced with a similar 
necessity, boldly legislates for the organised immigration of 
250,000 foreigners. But in this country Mr Isaacs has, only 
this week, been turning down, without any sensible reason stated, 
a proposal to allow Italian ex-prisoners of war to return for work 
on the land. Why? Sometimes it is said to be the food shortage 
that interposes a barrier. But even as many as half a million 
foreigners would add only 1 per cent to the population. The 
real reason, of course, is that the trade unions would not like it. 
But if that is so, the duty of the Minister of Labour is to state 
the public interest clearly and let the trade unions feel the 
weight of public opinion, not to busy himself with finding 
excuses for them. 
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The second chapter-heading in a productivity policy should 
be to revise the whole system of direct taxation—not, indeed, 
to provide incentives to effort, for no taxation system can do 
that, but to reduce the very heavy deterrents that the present 
system imposes. The case against Pay-as-You-Earn as a 
deterrent to work and an incentive to leisure has been made 
with the greatest force by many people and on many occasions, 
It has never been satisfactorily answered. Attempts have been 
repeatedly made, in these columns and elsewhere, to show 
how a direct and progressive tax could be levied on all incomes 
and collected “as you earn” without this deterrent effect. 
These also have never been answered. No Government can 
claim to be taking seriously the need for stimulating productivity 
until it has either reformed the present system of PAYE or con- 
clusively proved that it cannot be altered. Surtax is another levy 
that needs examining for its effect on productivity. Almost cer- 
tainly, it has long since passed the point of diminishing returns. 
Not once since 1939 has it yielded as much as the Budget esti- 
mate, and the effects of leaving only moderately successful pro- 
fessional men with no more than a small fraction of their earn- 
ings can be seen by anyone who will look around. Mr Dalton 
believes in soaking the rich. Does he believe in doing so at the 
expense of economic activity? 


* 


The third direction of attack upon the problem should be 
the formulation of a consistent wages policy, related not only 
to the level of wages, but also to the method of paying them. 
It is a matter of record that the institution of guaran- 
teed weeks and minimum wages or reductions in working 
hours usually (though there are exceptions) results in 
lower production, and that systems of payment by results 
lead to higher output. If productivity really is as desperately 
necessary as the White Paper says, it would use all its 
influence to promote payment by results. The Government 
itself, apart from a half-hearted attempt to postpone the demand 
for a general 40-hour week, has been neutral in these matters. 
But its Trade Union alter ego is strenuously pushing, without 
rebuke, just those claims that are most likely to be damaging to 
productivity. 

Fourthly, if the tempo of economic activity is to be speeded 
up, there needs to be an overhaul of the whole apparatus of 
economic control. Some control there must undoubtedly be, 
but nobody could pretend that the present network of controls 
works very smoothly or very quickly. The basic trouble is that 
there is no Government mechanism of control, but a score or 
more Depatmental systems. If the Cabinet want to help 
the people to get to work, they should set up some super- 
departmental Inquisition charged with the duty of abolishing 
those controls whose usefulness is smaller than the resources 
of time and labour they absorb, and with the further duty 
of so co-ordinating the remaining controls that the harassed 
business man can get permission for one simple operation by 
one simple application. 

Here, then, is a four-point programme for greater produc- 
tivity. The difficulty about it is that almost every item on it 
runs up against either trade union interests or Socialist doctrine. 
These recommendations, Ministers will say, are Tory policy. 
Very well, then, what is the Labour policy for quickly raising 
productivity? Exhortation, yes; but what else? Capitalist 
economics has several remedies to suggest for this particular 
disease. Labour economics has none—except more Socialism, 
and not even the fanatics could seriously claim that that would 
produce results as quickly as they are now needed. Let us, 
said the Labour Party at the general election, face the future, 
and it can fairly claim that it has done so in the eighteen months 
that have passed. But it has been a fairly remote future that 
has been faced. What Labour now has to face is the present. 
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‘ of British and American policy. 
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HE work needed to transform the proposed Anglo-French 

Alliance from an aspiration into a concrete instrument of 
co-operation lies all ahead: Not only are the political auguries 
uncertain in France, but the Anglo-French Committee charged 
with formulating proposals for closer economic integration, 
having held one or two meetings, has found considerable 
difficulty in listing any concrete points on which both can 
agree. For instance, it might well be economically desirable 
to divide Anglo-French agricultural activity by concentrating 
wheat production in France and the manufacture of agricultural 
machinery, including tractors, in England. But the French 
Army argues that, in the interests of security, a basis for a 
tank industry must be kept on French soil. Again, there might 
seem to be no reason why a watch-making industry serving 
both countries should not be developed in France. But, in 
an emergency, the British would find themselves unable to 
manufacture precision instruments. | In short, in most of the 
field in which rationalisation and specialisation offer openings 
for integration, national security obtrudes and the problem of 
Anglo-French co-operation ceases to be economic and becomes 
strategic. And, in France, strategy means one thing only—the 
problem of defence against German attack. 

On policy towards Germany, the divergence between French 
and British policy has, up to the present, been great and 
growing greater. It is true that most Frenchmen probably 
now realise that the actual physical separation of the Ruhr 
‘and Rhineland from Germany is impossible. But they are 
all the more alarmed about the potential economic implications 
In essence, the French want 
the restoration of German industrial power to be secondary 
and contributory to France’s own recovery. The British and 
the Americans, on the other hand, wish to restore Germany’s 
economic strength sufficiently to make it pay its way. But, 
by definition, a country of some séventy millions “ paying its 
way ” is bound to be economically more powerful than a country 
of forty millions. So long as the British and American Govern- 
ments find no way out of this dilemma, the chances of a really 
concrete Anglo-French alliance seem remote. 

_* 

It is, in fact, because every approach to European peace 
based on separate national sovereignties re-creates Germany as 
the most powerful nation, that many minds in the West are 
turning to the idea of an economic federation for Europe. 
The argument is that the Potsdam policy of de-industrialisation 
has already proved that it will be the ruin not only of Germany, 
but of Europe as well. A measure of German industrial 
recovery is inevitable and desirable, but with it is restored a 
potential war machine. But Europe’s peacetime needs could 
absorb all Germany’s production, provided methods were estab- 
lished to distribute the products over Europe and to do so 
under a strict form of international control. This can be done 
most easily, it is argued, by establishing an economic federation 
and planning German industrial recovery, not as part of a 
strictly national German economy, but as the core of a European 
commenwealth. And asa part of a larger European economy, 
Germany would no longer be economically preponderant. 

This approach has received encouragement in recent weeks 
from the unanimous acceptance by the General Assembly of the 
United Nations of the plan to set up a European Commission— 
a proposal which had hung fire since August, owing to Russian 
Opposition to it on the Economic and Social Council. The 
proposal was that this Commission should act as a species of 
planning board for Europe, as a channel for loans and, possibly, 


Plans for Europe 





as heir to various technical bodies, such as the European Coal 
Organisation, the European Emergency Committee and the 
European Committee for Central Inland Transport. The reasoa 
for the Russian volte-face is known to have been pressure from 
the governments in Eastern Europe who, seeing Unrra coming 
to an end and nothing taking its place, were anxious to leave 
a door open for further Western aid. 

These little noticed moves in the direction of a more 
genuinely European approach have been accompanied by some 
better advertised activity in the political field. A week ago, Mr 
Churchill’s campaign for a European Federation was launched 
in London and a few days later, Mr John Foster Dulles, who 
has been nominated to succeed Senator Vandenberg as chief 
Republican consultant to the Secretary of State, gave his blessing 
to the idea of European federation in a speech which, he said, 
had received the approval of Governor Dewey and Senator 
Vandenberg. Both Mr Churchill and Mr Foster Dulles spoke 
of a federation of all Europe, but both probably regard that as 
an unattainable ideal and are thinking more of a smaller group- 
ing of the Western European States. 


* 


What can be said of these projects—the wider European 
federation or the more modest plan for Western Europe? The 
case for wider integration in the economic field is so over- 
whelming that it need hardly be re-argued here. Nevertheless, 
during this century, one of the great obstacles to all 
ideas of economic fusion has been the difference in living 
standards between East and West, and the consequent 
danger that fusion might entail the flooding of Western Europe 
with cheap labour from Eastern Europe. To-day, the danger 
is not less; indeed, the devastation of Germany has brought 
“ Balkan ” standards to the Rhine and the pressure of surplus 
labour may come from them, not from the Slav peoples but 
from the millions of dispossessed and uprooted Germans. If, 
however, plans for federation were elaborated to give the most 
backward and devastated areas priority in development, and 
fusion were evolved gradually as economic standards came 
more nearly to coincide, then the old barrier to federation 
might be removed. Nevertheless, it remains true that one of 
the attractions of the idea of a smaller Western federation is 
that the difficulty of unequal standards. need not arise. 

The real difficulties in the way of both a wider (or a 
narrower) European federation exist primarily in the political 
field. No amount of wishful thinking can banish the degree 
of solid Communist influence in Europe to-day. In Eastern 
Europe it is paramount, in Western Europe strong. It follows, 
therefore, that any policy initiated in the West which has, or is 
believed to have, as its most important aim the checkmating of 
Russia and the reduction of Communist influence, has a formid- 
able political fight ahead of it. And can it be doubted that the 
two most recent champions of European federation have this 
aim in mind? Mr Foster Dulles says so explicitly. Mr 
Churchill, it is true, has gone out of his way recently to stress 
the need for Soviet concurrence, and the presence in his com- 
mittee of many well-known Liberal and Left-wing names might 
be held to give an assurance that European federation was 
being pursued as a thing good in itself and not as a “ defence 
in depth” against Communism. But Mr Churchill’s leader- 
ship of the committee gives it its. decisive political stamp. 
Even if he has changed his mind since his speech at Fulton 
nearly a year ago, nobody in Moscow, and few people in 
Europe, will believe it. 
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A policy of European federation based upon hostility to 
Communism would not necessarily fail—except almost cer- 
tainly in Eastern Europe—but it would need as a condition of 
success vastly more mass appeal and vastly more capacity of 
enlisting working-class support than has been apparent in any 
discussions carried on hitherto. The grounds for an appeal 
undoubtedly exist. The devastation in Europe is so great and 
the need for saner economic policies—and for more outside 
help—is so pressing that the Governments of Europe are not 
likely to turn down constructive offers of assistance, if they are 
offered in anything like palatable form. The recent fact of 
East European pressure in favour of an Economic Commission 
is an instance of this. But what is a “ palatable form”? It is 
clear that there are some political concessions which few of the 
present governments in Europe would make, however brilliant 
the economic promises attached to them. The unlimited pene- 
tration of their industrial systems by foreign capital, the super- 
seding of planned economies by free, or at least unplanned and 
multilateral trade—these conditions, dear to the Americans 
from whom alone in the first place the economic underpinning 
of a federation could come, are in general not acceptable in 
Europe today. Nor is it any answer to say that left wing govern- 
ments are not eternal and that the undoubted move to the 
Right in politics in Western Europe and in part of Central 
Europe will bring in Governments more receptive to 
“Western” ideas of sound economic policy. It is doubtful 
whether the large schemes of .economic integration and of 
common planning which European federation entails would 
appeal to more conservative governments. It is even more 
unlikely that they could command the support and work of 
the industrial masses on whose efforts in the long run the 
success of any plan of European recovery depends. 
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This, then, is the political difficulty underlying all plans for 
European economic federation. Can they be conceived in such 
a form that their economic advantages and their social radicalism 
are sufficient to disarm Communist criticism or at least to 
silence it? Can they be formulated in such a way that Russian 
obstruction is not total from the first, or at least that Russian 
opposition is checked by the anxiety of the East European 
governments to share in the obvious benefits of the scheme? 
Neither condition is impossible in principle. America control- 
ling dollar credits and Great Britain controlling the Ruhr hold 
the economic trumps of Europe. But the rules for a successful 
playing of this promising hand are not easy. From the British 
it demands a readiness to give economic considerations a 
primacy in diplomatic negotiation which they emphatically do 
not enjoy in the Foreign Office, where, it would seem, it is still 
thought that a “French” policy can be pursued without con- 
sidering coal or without relating it to the wider problems of the 
future use of the Ruhr’s industry. From the Americans, it de- 
mands a readiness to concede something from the full rigour of 
the State Department’s ideas on trading methods, to recognise 
the force of organised labour in European politics and to be pre- 
pared to assist in economic reconstruction on so liberal a basis 
that Communist criticism of “ dollar imperialism ” falls on empty 
ears. No one will pretend that these conditions are easy or 
that there are more than hints that they may be fulfilled. Yet 
if they were made the basis of the Anglo-American approach 
to the future work of the European Commission and to the 
possibilities of European federation, then, indeed, as Mr. 
Dulles hopes, the West might recover a measure of intellectual 
and moral leadership and raise an edifice of co-operation in 
Europe which the Russians, even if they did not approve, would 
be powerless to destroy. 


Workers and Industry 


(By Our Special Correspondent Recently in Danubia) 


NDUSTRY in the four Danubian countries is a compara- 
tively new growth. The only big exception to this is 
Budapest, which became a major industrial centre at the end 
of last century. In the three other countries the workers who 
have the longest tradition of class consciousness and organisation 
are probably the miners, railwaymen and textile workers. A 
special case in Rumania is the petrol industry. Heavy industry 
was developing in Rumania, and to a lesser extent Jugoslavia, 
during the 1930s. Thus the industrial working class was rapidly 
growing in all three, but the greater part was in its first 
generation. 

An important feature of the period between the wars was 
the steady influx of labour from the villages. Under-employed 
peasants sought unskilled jobs in industry, sometimes for a 
season, sometimes for longer. Their families lived in the village 
and could feed themselves. They therefore only needed suffi- 
cient wages to cover their small cash requirements, principally 
clothing and tax payments. They were content with less than 
workers who had to support their families in the towns. Em- 
ployers were able to use these men to keep wages low. These 
conditions made the work of any trade union difficult, even 
without actual persecution. In Hungary things were easier, 
partly because the increase of the population was more gradual 
and partly because the big landowners used their political power 
to keep as large a part as possible of the peasants on the land. 


The difficulties of the trade unions were further increased by 
political persecution. In Hungary the unions obtained relative 


liberty as the result of an agreement between the Socialist leaders 
and Count Bethlen in 1921, by which the former promised to 
leave the agricultural workers alone. Even so, they did not 
entirely escape the attentions of the police. The Bulgarian 
unions were officially suppressed in 1934, the Rumanian in 1938, 
while the Jugoslav nominally existed until 1941. But in fact 
in all three countries they lost any real freedom long before this. 

Since the end of the Second World War there has been a 
striking growth of unions. In Hungary those suppressed in 
1944 were quickly restored, and new organisations were created 
in branches of industry where they had always been forbidden 
under the old regime, for instance railwaymen and post-office 
workers. In Rumania, Bulgaria and Jugoslavia, though members 
of the old unions survived, the organisations as a whole were 
almost completely new. At the end of 1945, in round figures 
the number of trade unionists in Rumania was 1,300,000, in 
Jugoslavia and Hungary 800,000 each, in Bulgaria 400,000. 

In all four countries Communists play a leading part, although 
this is slightly less true of Hungary than of the.others. The 
old Hungarian unions were predominantly Social Democrat, 
but this was partly because the Communist Party was illegal and 
its sympathisers joined the Socialist Party. These left wing 
Socialists formally joined the Communist Party when it re- 
appeared in 1944. In the newly created unions Communist 
influence has predominated. The present Hungarian trade 
union organisation was set up by agreement at a joint conference 
of the two parties in January, 1945. The key post as Chief 
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Secretary of the Trade Union Council is held by a Communist, 
the Budapest tramwaymen’s leader, Kossa. 

In Jugoslavia the Socialists had never been important. The 
prestige and power acquired by the Communists during the 
Partisan war ensured their supremacy in the new unions. The 
same is broadly true of Bulgaria, where before the war the 
majority of politically conscious workers undoubtedly had Com- 
munist rather than Socialist sympathies, and the Communists 
had played the main part in underground resistance. Rumania 
had had no resistance movement, and for many years before the 
war political activity by the workers was negligible. But here, 
too, it is probable that such sympathies as they had went rather 
to the Communists than to the ineffective and compromised 
Socialist party. 

There is no doubt that the main task before the working 
class in the Danube countries to-day is the reconstruction of 
industry. This is stressed in all statements by trade union 
leaders and by spokesmen of the working class parties. There 
are constant appeals for increased productivity. Perhaps the 
most striking results have been obtained in Hungary. The 
inflation period was in practice one of forced labour, for great 
efforts were demanded in return for an almost non-existent real 
wage. There was nothing else for the government to do in a 
devastated and exhausted country which could get no outside 
he'p. This the workers themselves understood. All Hungarian 
and foreign observers are agreed in admiring the truly heroic 
achievements of the last year. Much the same can be said of 
Jugoslavia, whose industrial areas suffered little less severely 
than Hungary (the rural areas, of course, suffered incomparably 
more). For various reasons the workers played a much smaller 
part in the Partisan war than the peasants and the intelligentsia, 
and after the liberation it was pointed out that the workers owed 
it to the nation to make a special effort in reconstruction. The 
response has been genuine and generous. Every foreign visitor 
to Jugoslavia since the liberation has been impressed by the 

energy and enthusiasm of the workers. Bulgaria and Rumania 
have had less difficult tasks, and their achievement is therefore 
less striking. But the same drive for higher output is to be 
found there. 


*« 

The methods used to attain this end include some taken from 
Soviet experience. Contests between factories, between branches 
of one factory, and between workers recall the “ Socialist com- 
petition” of the USSR. The title of “ shock worker ” (udarnik) 
has been won by about 500 Bulgarian workers ; in Rumania 
there are some hundreds of “heroes of labour.” These titles 
are accompanied by medals and money grants. Voluntary 
overtime is encouraged, and in some cases is practically com- 
pulsory, especially in Jugoslavia. It is paid at higher rates, 
50 per cent above the normal rate in Jugoslavia and Rumania, 
but only 25 per cent in Bulgaria. An interesting example of 
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voluntary overtime is assistance by workers to peasants on 
Sundays in the seasons of heavy work in the fields. This has 
been officially encouraged, particularly in Rumania and Bulgaria, 
to increase the political solidarity of peasants and workers. 

An essential institution in Danubian industry to-day is the 
factory committee, elected by the workers. In Hungary the 
committees usually contain Socialists and Communists in more 
or less equal proportions, while in the other three countries 
Communists predominate. The committees represent the 
workers’ interests in dealings with the management. The latter 
may serve the State or private interests. In Jugoslavia most 
industry is State-owned. There has been no general nationalisa- 
tion law, but most factories have been taken on the grounds 
(justified in many but not in all cases) that their owners 
“ collaborated.” In Hungary the mines have been nationalised, 
and it is expected that certain key heavy industrial firms will 
soon be, but much still remains in private hands. In Rumania 
and Bulgaria most industry is nominally private, but is in fact 
directed by the government through its control of prices and 
raw materials, and the owners’ profits are in most cases absorbed 
by heavy taxation and by expenses for the workers’ welfare. 
The latter are the concern of the factory committees and of the 
trade unions. Union policy has been to oppose the demands of 
workers for higher wages. This proved impossible in Hungary 
during the inflation, but is the practice since the stabilisation. 
In the other countries it has been fairly consistently observed 
and has contributed to Jugoslavia’s complete, and Bulgaria’s 
relative, escape from inflation The factory committees ensure 
valuable material advantages to the workers, including 
canteens, nurseries for their children, sports clubs, theatrical 
and musical performances. These more than compensate for 
the lack of money wage rises. They are a heavy burden on 
the private employer, especially the canteen, which in Rumania 
has to be supplied by purchases on the black market. Some 
of the social facilities existed in the most modern factories 
before the war, but in most branches of Danubian industry 
they are a complete novelty, and are naturally welcomed by 
the workers. 

One of the greatest difficulties is, as in the USSR after the 
Revolution, the lack of skilled labour. Danubian trade 
unionists quote Stalin’s famous slogan “ Cadres decide every- 
thing.” The need is, of course, much greater in the three 
south-eastern countries than in Hungary. Great efforts ate 
being made to arrange short training courses in factories as 
well as longer term technical education. Courses for trade 
union officials are also being organised to meet an urgent 
demand. 

No account of Danubian workers’ organisations would be 
complete without reference to the political propaganda which 
is conducted through the unions. This is in practice controlled 
by the Communists. The purpose is said to be the develop- 
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ment of working-class consciousness and solidatity among ‘the 
still backward masses. But, in fact, propagarida goes much 
farther than this.’ Great emphasis is laid on foreign affairs, and 
trade’ union meetings are used for violent’ hate propaganda 
against Britain and the United States.” The Danubian workers 
are given long lectures on Indonesia, Trieste, Greece and 
China. Often these are based on the most absurd over- 
simplifications or distortions. This is the feature of working- 
class activity which least pleases the Western visitor, but it 
should not obscure the constructive social achievements. 

It must be stressed in conclusion that workers’ organisations 
in the Danube countries are developing on different lines from 
those in the West, because the circumstances are different. 
The Western worker would probably resent the close connec- 
tion of the unions with the State, the direction of labour and 
the constant interference with private life—even though all 
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these things are making their appearance in’ Western Countries 
too. Probably Some Danubian workers do resent them: “Though 
it 18 very hard’ for outsidérs to estimate Danubian working- 
class opinion, there’is some evidénce of a popular reaction away 
from thé ‘Communists. towards the Socialists, -not only in 
Hungary where’ the Socialists were~ always strong, but in the 
other countries where they were weak and somewhat despised. 
But this is not ‘very important. The paramount importance of 
restoring production makes some such policy as the present in- 
evitable. And there is no doubt that those who have first priority 
in the sharing of the much reduced national resources are the 
workers. ‘The situation of the poorer workers is materially 
better than before, that of the skilled workers may be materially 
worse, but is relatively better in comparison with other classes. 
Most of the workers realise this, and are ¢ likely to remain loyal 
to the new regimes. 


The Twilight of Ministers 


(By a Correspondent) 


By kind permission of the publishers, the Stevenage Univer- 
sity Press, we are privileged to print the following extract from 
a forthcoming book, to be published early in 2048, by the Silkin 
Memorial Professor of Political Mechanics. 


HE principle of complete royal subjection to ministerial 

control was firmly embedded in the British Constitution 
in the course of the nineteenth century. Though theoretically 
all-powerful, the Monarch had, by the end of Queen Victoria’s 
reign, completely accepted the position that he could do noth- 
ing without ministerial advice and, indeed, that he could not 
refuse to do anything that his Ministers advised him to do. 
The outstanding precedents of the early twentieth century 
serve merely to formalise and codify what was already implicit. 
Thus the events of the year 1910 established that the King 
could neither refuse to create peers in numbers sufficient to 
swamp the House of Lords, nor to dissolve even a newly- 
elected Parliament—or, at least, that he could not refuse both 
together. A precedent of 1923 made it clear that the King 
was no longer free to choose a Peer for his Prime Minister, 
and the abdication crisis of 1936 laid it down once and for all 
that the sovereign has no private life—or, rather, no life at all 
beyond the reach of his Ministers’ advice. By these last nails 
in the coffin of royal power, Ministers seemed to have estab- 
lished a position of unchallengeable supremacy. 

But there is no such thing as finality in human development. 
The Cabinet had no sooner removed the last formal checks on 
its power than it, too, began to be something of an outward 
show and the reality of power began to move elsewhere. Minis- 
ters, in the middle of the twentieth century, were subject to 
three pressures which together made it impossible for them to 
fulfil the role that the Constitution, as then understood, 
assigned to them. In the first place, with the advent of 
Socialism, the subject-matter of state action was enormously 
extended. Secondly, the subject-matter of public affairs became 
much more technical and difficult and this, coinciding with the 
growth of the belief that it was a positive advantage for a politi- 
cian to have spent his formative years in the mine or at the 
bench, made it a rarity for a Minister to be able to understand 
the papers that were put before him, even if he had time to read 
them. Thirdly, the number of personal appearances required 
of a Minister—in Parliament, at conferences, and at luncheons, 
dinners and meetings of all kinds—increased so greatly that even 
these activities, hitherto pre-eminently those of the Minister 
himself, came to be beyond the powers of a single man, except 


with the assistance of a Public Relations Officer. Under these 
pressures, the Minister gradually became a figure-head. Even 
as early as Mr Attlee’s first Administration, formed immediately 
after the end of Hitler’s war, only those Ministers who com- 
bined the most forceful personalities with a willingness to 
work cruelly long hours could really be said to be responsible 
for their own words and actions, let alone those of the Depart- 
ments they nominally controlled. 

But this gradual change was not apparent for many years. 
The permanent civil servants, while engrossing more and more 
of the reality of power, studiously preserved the outward forms. 
of Ministerial supremacy—as, indeed, Ministers in their turn 
did towards the King. Just as laws were still enacted “by 
the King’s Most Excellent Majesty,” and Ministers spoke of 
their “ loyal duty ” to the Crown, so also the most eminent and 
powerful civil servant would still refer to his Minister as “ my 
master,” and would begin his letters, “I am directed by the 
Secretary of State... .” 

This typically British situation of a complete divergence 
between outward form and reality might have continued in- 
definitely without any attempt to intrude logic into it, had it 
not been for a number of incidents arising either from exces- 
sive stupidity or from unscrupulous ambition on the part. of 
those who had to work the system. It would be feolish to 
regret these incidents, since it is only by the precedents they 
create that any certainty can creep into British constitutional 
practice. For example, it had long been apparent that, since 
a Minister was incapable, without official advice, of . taking 
into consideration all the factors involved in a matter, no 
importance should be attached to his chance remarks. But 
the actual precedent was not created until 1958. In that year, 
when speaking in the House of Commons on the compensation 
clauses of the Costermongers Nationalisation Bill, the Minister 
was stung by an interruption from the Opposition to depart 
from his manuscript and to assure the honourable member that 
every effort would be made to do justice. Since this was mani- 
festly contrary to the main purpose of the Bill, which was 
urgently required to put a stop to sabotage of the National 
Retail Board, a serious position immediately arose. Méinisters, 
while fully recognising the difficulty, argued that if they were 
never, in any circumstances, to interject a word of their own, 
it would detract from certain ceremonial formalities, known 
as “ the cut and thrust of debate,” which were not only of great 
antiquity but commanded considerable weight of sentimental 
attachment. A compromise solution was assisted by a fortunate 








A * eave o 


he = 


— 
— 


— 


Le eS << lll lS 


ae ee ae a 


— oo 26 26 GG ett @so. eee | 66 lCUlCUCUMlCUfes eel lelC Ke Ce 





le 


ee 


al 


re 


eat 
tal 
ate 


THE ECONOMIST, January 25, 1947 


coincidence. Owing. to the three-day week in the printing 
trade, it had for some time been the custom to have Ministerial 
speeches set up in type for “Hansard” before they were 
delivered—indeed, usually before the Minister saw them. It 
was, therefore, easy to arrange that only this printed record 
was Official. The Opposition applied to have the same facilities 


‘extended to them as to the Government. Since then, speeches 
on both sides have been prepared in the Departments and 


the cut and thrust of debate has been entirely devoted to the 
purposes for which it is most appropriate: that is, for occupy- 
ing the time of Members of Pariiament and providing a harm- 
less outlet for the grievances and desires of the public. 

The next important precedent was set in 1973. Some diffi- 
culty had been experienced before then in drawing the exact 
line between what a Minister could and could not do without 
advice, and the sheer pressure of necessity had led to a pro- 
gressively greater invasion of what had hitherto been regarded 
as Ministers’ private lives. This applied particularly to the 
company they kept, by which their confidence in their official 
advisers might possibly be affected. Ministers’ wives could 
hardly be selected for them by their Departments, since most 
of them had acquired a wife by the time they arrived at office 
and the Civil Service could therefore merely insist that the 
wives should share their husbands’ willingness to lead a useful 
life in the public eye without ever giving evidence of any 
opinions that differed from those of their husbands’ advisers. 
Whether, if a Minister’s wife did not observe these limitations 
and the Minister was officialty advised to divorce her, he 
would be constitutionally bound to accept advice so tendered, 
is an interesting speculation for which, happily, no precedent 
gives a clue to the answer. But with more casual acquaintances 
the case was obviously different, and the matter came to a 
head in 1973 when the Permanent Secretary to the 
Ministry of Books and Publications was compelled to 
take formal notice of the fact that his Minister was seeing 
altogether too much of a young woman who was not 
an Established Civil Servant, and had actually induced 
him to read a book which had not reached him through 
official channels. The Permanent Secretary was deferen- 
tial, but firm, and was supported by his colleagues. The 
Minister did, for a brief moment, contemplate carrying 
on without advisers, but this, through sheer shortage of per- 
sonnel, might have involved all the hideous dangers of per- 
mitting the newspapers to appear without a competent prior 
censorship of their contents, since they could hardly be kept 
waiting more than the customary ten days. It was, therefore, 
an easy task for the aged Duke of Montgomery (who, with a 
quarter-century of political experience added to his military 
fame, was by now the elder statesman of the country) to con- 
vince the Minister that he had no alternative to capitulation. 
This affair, as if to emphasise the continuity of British tradi- 
tions, has become known as the Second Bedchamber Crisis. 

Since then, relations between the real rulers of the country 
and the Ministers in whose name everything is still done have 
been smooth and happy. In the earlier years of the transition, 
alarm was sometimes felt by the public at the very low intel- 
lectual capacity of some of the men appointed to be Ministers. 
It has now come to be appreciated that the personal qualities 
of the Minister are more or less irrelevant, provided that he 
will always do as he is told. Indeed, it is permissible to go 
farther. Just as the advent to the throne of a really dominating 
personality might upset the delicate balance of the British 
Constitution, so it can be said with some truth that it is a 
Positive advantage in a Minister to be a nonentity. By one 
of those historical parallels that abound in this subject, it was 
the accident of a female sovereign at the critical time that 
smoothed the transition to a powerless monarchy, and it was 
the accident that the early Labour Prime Ministers were com- 
pelled to recruit at least half of their Governments from elderly 
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trade union officials that made it possible for the transition 
to ministerial nonentity to be accomplished with so little open 
conflict. It is many years now since there has been any 
formal complaint about the wisdom of the arrangements made 
by the Permanent Secretaries for an appropriate alternation of 
majorities between the parties in the House of Commons. 
Only one more date needs to be inflicted upon the student 


. to bring this story of gradual change and development 


“broadening down from precedent to precedent” to the 
present time. The concentration of power in the hands of the 
Civil Service naturally directed attention to the methods of 


appointment. Appointments to the Civil Service had long 


been provided for far beyond the reach of Ministerial inter- 
ference (see the present author’s article, “ Further Evidence on 
the Conflict between the Spoils System and the Schools 
System”). But promotion within the Civil Service, and espe- 
cially appointments to the highest offices, remained for some 
decades within the range of matters on which Ministers, or 
at least the Prime Minister, had to be consulted, even if only 
as a formality. The greatest care, as always, has been taken 
to preserve the forms. Announcement is still made in the 
traditional formula, “The King has been pleased, on the 
recommendation of the Prime Minister, to appoint .. .”, 
but, as everybody knows, both the ministerial recommenda- 
tion and the royal appointment are no more than a congé 
d’élire and the real decision is taken elsewhere. It was not 
until 2013 that an Act was passed formally legalising the posi- 
tion that the real nomination lies with the Committee of the 
Athenaeum. This happy blend of classical learning derived 
from Greece, of a self-perpetuating Soviet derived from Russia, 
and of the mandarin system imported from China, illustrates 
the flexibility and adaptability with which the British Con- 
stitution has evolved through so many centuries without any 
of those forceful revolutions that have brought so much tragedy 
to less fortunate peoples. 


Records and Statistics 


In addition to the short “ Statistical Summary ” which 
appears weekly in The Economist, a full service of 
statistical and factual information appears weekly in 


Records and Statistics 
Supplement to The Economist 


Records and Statistics is a separate, self-contained 
weekly publication of from 16 to 24 pages. It includes 
not only many statistical tables but also factual records 
of public affairs, including Parliamentary activities and 
digests of state papers, and industrial and commercial 
ceports from home and overseas. It is believed to be 
the most comprehensive statistical and factual report 
appearing weekly anywhere in the world. 

The Records and Statistics Supplement to The 
Economist is available by postal subscription only. The 
subscription, which may be sent direct to this office or 
through a newsagent is 30s. per annum. For those who 
ace already direct postal subscribers to The Economist, 
the economy of posting both publications together makes 
it possible to quote a combined subscription of £4. 
Subscribers to The Economist who wish to receive 
Records and Statistics should notify this office as soon 
as possible, but are asked not to send any money until 
an account is rendered. It is regretted that it is no 
longer possible to supply back numbers of Records 
and Statistics oc to date subscriptions back. 

Paper shortage also makes it impossible to supply 
sample copies. For a limited time, however, subscribers 
to Records and Statistics will be allowed, if they wish, 
to cancel any unexpired portion of a subscription. 
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NOTES 


The Fourth Republic Begins Work 


For a week now the inauguration of a new phase in French 
parliamentary life has been going on in an atmosphere of encourag- 
ing and unusual moderation. In the election of a President both 
for the new Republic and for the National Assembly and in the 
choice of a Prime Minister, success has gone to men of the 
Centre. M. Vincent-Auriol, a skilled parliamentarian with a record 
of distinguished service in Algiers as well as Panis, belongs, on the 
whole, to the conservative wing of the Socialists. He was not, for 
instance, a supporter of fusion with the Communists. M. Ramadier, 
his choice for Prime Minister, is less well known among the 
Socialist leaders, but also has the reputation of a moderate.. And 
the new President of the Assembly, M. Herriot, is in a sense the 
visible embodiment of the political Centre in France. 

This team of representative and sensible men gives some hope 
that the new Republic’s political life will open in an atmosphere 
of sobriety and responsibility. M. Ramadier has had, it is true, 
10 bargain hard for his Cabinet. The obstacle was inevitably the 
other parties’ distrust of the Communists; the MRP even 
threatened for a time to stay out, if the Communists received the 
Ministry of Defence—their only condition for participation. But 
M. Ramadier finally overcame MRP resistance—and has now 
assembled a Cabinet which includes Socialists (with 9 seats), 
Communists and MRP (with 5 each) as well as Radicals and 
Moderate Conservatives. 

What has induced this new spirit of sweet reason, after so many 
months of reckless partisanship and parliamentary deadlock? It 
is, of course, possible that all parties with a genuine democratic 
intent have learnt the lesson of the last referendum in which the 
ordinary men and women of France gave evidence of considerable 
weariness and disillusion with the whole political process. At the 
same time, General de Gaulle made so very evident the poten- 
tially unconstitutional character of his opposition to the parties, 
that even the MRP could not go along with him. The Communists 
seem, in an especial way, to have seen the red light. They have 
bargained with discretion and have made considerable concessions, 
for instance, abandoning their claim—as the largest party—to the 
Premiership and demanding the Ministry of National Defence 
largely, it appears, as proof of their complete patriotism and res- 
pectability. In recent speeches on the anniversary of the death of 
Lenin, both M. Thorez and M. Duclos went out of their way tq 
say that Marxism was not a rigid dogmatism and that policy should 
be adapted to suit different circumstances. Certainly in their 
present approach to Cabinet making they have shown a most 
flexible abnegation. 

But the new mood in the Assembly and the predominance there 
of the Centre in general and the Socialists in particular, are above 
all the work of M. Blum. His attack on inflation, the adoption 
of the Monnet Plan, his visit to London have all given the impres- 
sion of firm government. For the first time an incoming Cabinet 
feels that it inherits something valuable from its predecessor. 
By breaking the deadlock in policy-making, the moderate Blum 
administration helped to create a new belief in the possibility 
ef combining moderation and effective government. This belief 
will be seriously tested during the coming session, but its existence 
has at least given the new Assembly a reasonable start. 


* * x 


General Smuts Puts the Clock Back 


Dr Malan’s views on the colour preblem are no secret. Forti- 
fied by his recent success in the Hottentots’ Holland by-election, 
he was bound to try to capitalise the resentment of all South 
Africans at Uno’s strictures upon the Union’s colour policy. 
Accordingly he introduced into Parliament this week a motion 
that Uno be flouted, that South West Africa be forthwith 
incorporated in the Union, and that the Indian question be solved 
either by withdrawal of communal franchise privileges or by 
deportation. Clearly, he hoped to split the United Party ranks. 
But before he could do so, his fangs were drawn by General 
Smuts, and in a manner that will surprise many of the latter’s 
admirers in this country. General Smuts’s answer was that the 
Government did not intend to carry out the requests made in 
Uno resolutions either as regards the Indians in the Union, or as 
regards South West Africa. 

In view of the by-election already mentioned, this reply may be 
an adroit manoeuvre at home. But it is fraught with the very 
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gravest consequences abroad. General Smuts argues that he has 
mot torn up the United Nations Charter; to do so would be 
“ provocative.” The Union, he says, is ready to go on administer- 
ing South West Africa under the old mandatory rules (which 
means to submit reports about it, but not to admit inspectors). It 
is also ready to review its Indian policy, but as a “ purely domestic 
concern.” But, whatever the domestic interpretation of these state- 
ments, they in fact knock a very large hole in Uno’s frail structure. 
That hole is of the kind that others can only too easily enlarge. 
If South Africa can turn a deaf ear to the voice of the majority, 
why not also Albania, and, later, Ruritania? The second con- 
sequence of his speech is to split Uno into two camps, one 
white, and one coloured, one reactionary and the other eager fo: 
change and a readjustment of values. This deplorable division 
was aiready discernible at the First Assembly, where Russia and 
India took it in turn to lead the innovators. The rift is now 
bound to increase because John Bull—who is, to far too many 
of the world’s peeples, from his topper downwards, an out-dated 
reactionary—has begotten a son who stops his ears and covers his 
eyes and refuses to look ahead. 


*x * * 


White Men and Africans 


General Smuts’s retrograde move affects all white nations. 
But ii has a special consequence for white men who inhabit Africa. 
It will adversely affect ali the three big groups of these—in the 
Union itself, the British settlers in Kenya and the French colons 
in Algeria. Of these three the Union, in particular, claims 2 
leadership in African affairs. And to this it clearly possesses a 
title on both economic and strategic grounds. But it has now 
jeopardised its claim to political supremacy. 

All but three million of Africa’s 150 million inhabitants are 
coloured. The cortinent is within the next half century bound to 
undergo many of the developments that Asia has seen in the last. 
If General Smuts were to read the omens now apparent every- 
where from Karachi to Manila, he would move with the times 
and not against them. Each of the three big white groups in 
Africa—South African, Briton and Frenchman—has in its hands 
the chance to shape the relation of white minority to coloured 
majority along lines different from those which Europeans shaped 
for themselves in Asia. Two out of the three groups offer small 
grounds for hope ; like the average South African, the average 
Kenya settler prefers to reserve highlands for white settlement 
and to hope that a life “like old times ” will outlast his day. 

If South Africans are now to take a step backwards, the third 
party—the Frenchman in Algeria—offers the most grounds for 
hope of progressive behaviour. He allowed himself some lapses 
during the war years, but he. has since made amends with an 
enlightened new Statute for the territory and has been rewarded 
during 1946 with a series of votes in the national elections which 
display that Algerian Moslems want to remain within the French 
Union; in November, 1946, they returned to the Chamber 2 
majority of the party that wishes Algeria to be a decentralised 
part of France. True, Algerian Moslems are more easily 
assimilable than Indians, but Frenchmen are anxious to apply the 
same policy farther south. To do so would be to reduce, instead 
of magnifying as General Smuts has done, the chances of eventual 
race war. 


* * * 


The Strikers’ Truce 


The strike of the London road haulage workers, and of the 
market workers, dockers and provincial haulage men who came 
out in sympathy, was brought to an abrupt end at the end of last 
week, when, after a further meeting with the Transport Workers’ 
Union officials, the strikers agreed to return. But even if the men 
are back at work, the atmosphere is still electric, and the position 
is one of truce, rather than of peace. It was officially denied 
that the men had returned because they had been told of an offer 
by the employers. No doubt this is literally the case, but it is 
difficult to resist the impression, which rapidly gained currency, 
that after their stubborn refusal to return on Wednesday and the 
evidence that tempers were exacerbated by the use of troops, the 
strikers would not have surrendered in such a lamb-like way on 
Thursday, unless they had at any rate been given to understand 
that their claims would be favourably considered. The newly- 
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formed Joint Industrial Council, after meeting for several hours 
on Sunday, failed to reach agreement, and the whole dispute was 
referred by Mr Isaacs to a special Committee of Inquiry, under 
the chairmanship of Lord Terrington. The Committee’s findings 
were published too late for comment in this issue. 

Even if this particular issue can be satisfactorily settled, there 
remains the wider question of how similar outbreaks can be pre- 
vented in the future. The Prime Minister was asked in Parliament 
on Tuesday by one Member whether he would appoint a select 
committee to examine the negotiating machinery, and by another 
to set up a Royal Commission to investigate trade union structure 
and organisation with a view to removing any defects in the nego- 
tiating machinery. The second suggestion, involving all the para- 
phernalia of a Royal Commission, would obviously lead nowhere, 
but the first certainly merits consideration. Indeed, although Mr 
Attlee said that the prompt and effective settlement of industrial 
disputes was a matter for each ‘industry to decide, he admitted 
that the Government was “examining the adequacy of the exist- 
ing arrangements.” This is certainly an advance on the previous 
Pontius Pilate attitude which the Government has tended to adopt 
on industrial relations generally, and still clings to in relation to a 
wages policy. The fact that the Minister of Labour has discussed 
with the TUC leaders how the machinery can be speeded up is a 
hopeful sign of official activity. 


* x * 


The Trade Union Underdog 


The rebuke administered last week to Sir Stafford Cripps 
by the Bristol Trades Council has its comic side. Sir Stafford, 
addressing his constituents on October 27, 1946, was reported to 
have cast aspersions on the ability of Trade Union members to 
undertake ‘large-scale managerial and administrative jobs. After 
the Press had been accused of misrepresentation (always a good 
first move) he was asked to explain what he really did say. In 
a letter of reply he pointed out, all over again, the obvious facts 
that whatever a man’s innate qualities or success in his own 
sphere, they do not qualify him for complex activities of a kind 
for which he is totally untrained ; that the Trade Union move- 
ment has not, in the nature of things, been able in the past to 
provide for its members training of the necessary kind ; that he 
himself had had the utmost difficulty in finding enough Trade 
Union members of the right calibre for his working parties ; and 
that workers’ participation in problems of production and manage- 
ment would have to grow gradually, as training and experience 
made the right men available. The Bristol Trades Council, des- 
cribing Sir Stafford’s letter variously as “an insult” and “ apple- 
sauce,” declined to accept it—a refusal raising interesting pro- 
cedural queries. Did they return it to the sender, put it in the 
wastepaper basket, or relegate it to some special black-labelled 
file? 

Comedy apart, however, the episode is frankly discreditable to 
the good sense and realism of the Trade Union movement, which 
needs both in full measure. No trade unionist would expect or 
allow a greaser, however superlatively he might grease, to drive the 
Flying Scotsman. The notion that business administration and 
policy-framing are infinitely easier than any skilled craft, so much 
easier that they can safely be handed over to any amateurish com- 
missar who can produce a suitable trade union card, shows either 
an appalling ignorance of the economic world or a degree of pure 
unreason more appalling still. Unreason of this kind is one of 
the hallmarks of- the underdog mentality, along with suspicion, 
a habit of imputing motives, and an ineffaceable sense of grievance. 
Such symptoms are not confined to Bristol. That they should 
so long have darkened trade union relations is, considering their 
history, hardly surprising; but for the sake both of the trade 
union movement and of the national welfare it is high time that 
they were outgrown. 


* * * 


Tariff Preliminaries 


Preparations for the Geneva negotiations on tariffs and prefer- 
ences are now in full swing. The representatives of the 17 nations 
which attended the preparatory committee’s meeting in London 
last November will meet at Geneva on April 8th to begin the hard 
process of reciprocal tariff negotiations. Some of the preliminaries 
have to be completed within individual countries. Such, for 
example, are the public hearings on the schedule of United States 
tariffs, which are now proceeding in Washington. In these hear- 
ings the strident and divergent voices of vested interests are making 
themselves heard in unmistakable tones. That was to be expected. 
The one man who will be hurt by a tariff cut will create far more 
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noise than the thousand who may benefit. Of comparable domestic 
character are the preliminary talks which the Commonwealth 
countries will probably hold before the Geneva meeting opens. 
There were such inter-family talks before the London meeting of 
the preparatory committee, and they bore good fruit. Similar 
exchanges of views between the members of the Commonwealth 
family will be all the more important before the actual bargaining 
begins. Some of the Western Eurcpean countries have also 
been discussing the methods of negotiating tariff concessions. 
If each country is separately to conduct concurrent negotiations 
with each of the other 16 participants and the resultant agree- 
ments are then to be “ multilateralised” by the application of the 
most-favoured-nation clause, the Geneva negotiations may well 
outlast the present year. The whole process might be consider- 
ably simplified by grouping certain countries in negotiations with 
the really crucial participants. 

In addition to these “domestic” preliminaries, the various 
participants in the tariff talks have been putting forward requests 
of what they will expect from each of the others. The United 
States appears to have taken the lead in this as.in other aspects of 
the trade discussions and the requests to the Commonwealth 
countries are said to envisage a complete elimination of Empire 
preferénces. Comment on this must be reserved until more % 
Known of the concessions which the United States are prepared 
to offer, but it may be that even the full utilisation of the executive 
power to cut US tariffs by 50 per cent might be insufficient to 
justify the response of a complete elimination of Empire prefer- 
ences. 

Another item on the time-table is the preparation of the defini- 
tive charter. This is being undertaken by a drafting committee 
which began its labours in New York this week. The ITO time- 
table is beginning to lengthen out unpromisingly into the “ close 
season ” of the conventions that will nominate the candidates for 
the United States presidential elections of 1948. There is now little 
hope of calling the full United Nations Conference for imple- 
menting the ITO’s charter until the late autumn of 1947 and the 
preparation and submission of the relevant legislation to the US 
Congress will have to be undertaken with great speed if the 
whole matter is not to be overtaken and swamped by the far 
more engrossing topic of the political conventions of the summer 
of next year. In view of this it may appear advisable to the 
nations to conclude an interim agreement on commercial policy 
which might, as a stop-gap, freeze existing arrangements. 


* * x 


More Production in Germany 


Whatever other delusions still persist about the advisability 
and practicability of the Potsdam settlement, one at least is fast 
disappearing from the victors’ minds. The Level of Industry 
Plan is virtually dead and the occupying Powers are concentrating 
more and more on the problem not of curtailing German pro- 
duction but of bringing it up to a level at which the Germans 
can at least live. 

The latest news from the Zones is not uniformly discouraging. 
In spite of the inhuman conditions in the British Zone, coal out- 
put is rising again and has reached a new high level at 210,000 
tons a day. This increase appears to have been secured by at 
last making coal the real first priority in the Zone, Since last 
autumn, a special coal committee has been at work and by de- 
creeing a rise in wages and rations, the rapid repair of miners’ 
houses, the import of Nissen huts and the rectification of a number 
of the miners’ grievances, it has succeeded in stimulating produc- 
tion. Incentives may be still further increased when more con- 
sumec goods are made available to the miners under a special 
priority scheme which has been made possible by a modest but 
definite increase in the Zone’s general level of production. 

Among other hopeful signs from the Zone is the appointment 
of Dr Victor Agartz to the head of the Joint German Economic 
Agency in charge of the British and the American Zones. As a 
socialist he represents the trend of German opinion which is 
anxious to achieve the widest measure of economic fusion, and he 
replaces Dr Mueller, who was held by many to be sympathetic to 
the economic separatism of the Southern Liinder. Dr Agartz also 
proved himself an efficient planner and honest administrator in 
his earlier post as head of the old German Economic Advisory 
Board for the British Zone. Since Germans are now to control 
all economic activities, including even the internal allocation of 
coal, the appointment of a man of Dr Agartz’s experience and 
outlook may make all the difference to the possibility of organising 
a genuine production drive in the Western Zones. 

The Russians, too, seem perturbed by the impact of their 
economic policy on their Zone. Last week they were partners 
in an interzonal trade conference at Minden which ended ig an 
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agreement to expand the-exchanges between the zones: consider- - 


ably. The Russian Zone is to receive goods and materials to the 
value of 105 million marks and to deliver goods. of equivalent 
value to the British-American area. 


That the Russians may be anxious to improve standards in their. 


zone is also suggesed by a recent statement on Russian policy 
issued through the Socialist Unity Party. This statement, which, 
broadly speaking, repeated an earlier private declaration made by 
Marshal Sokolousky to his German administration, laid it down 
that the Russians would dismantle no more factories (with a few 
vital exceptions), would reduce deliveries to Russia from current 
German production and would raise the level of. output in the 
Zone “two or three times.” 

Can it therefore be concluded that there is a general movement 
of thought and policy among the Allies in the direction of higher 
output and an agreed higher level of industry? Unhappily this 
possibilitv does not necessarily follow from the recent moves. For 
one thing, no concrete statistical backing was given to the Russian 
statement. Its true significance can therefore only be guessed at, 
and it is.a reasonable guess that the Russians have political, not 
economic, ends in view. The statement aims at reassuring the 
German people and also at disparaging Anglo-American policy. 
For instance, in a speech accompanying the statement, the Com- 
munist leader, Ulbricht, accused the British of taking Ruhr coal 
not as genuine exports nor even as reparations but as sheer “ war 
booty.” 

It is this propagandist twist to the Russian declaration that 
makes it a doubtful pointer towards a new Allied unity on the 
question of German production and the level] of industry. The 
victors may reach agreement later in Moscow, but their policies in 
Germany itself aré still separate and confused. 


* * ¥* 


M. Bierut and the British Council 


An article by a correspondent on the Polish elections appears 
on page 148 of The Economist this week. Not directly connected 
with the elections, but very interesting as a minor episode in 
Anglo-Polish relations, was the recent occupation of the premises 
of the British Council in Warsaw by armed Security Police sent 
under the direct orders of M. Bierut, the President of the Polish 
Republic), to requisiticn the building for the Polish Conservatory 
of Music. The incident had a fine dramatic quality. It is well 
known that the branches of the British Council in freedom-loving 
countries are nests of reaction, well stocked with arms and explo- 
sives and defended by desperate men recruited from among ex- 
commandos. A less stout-hearted man than President Bierut 
might well have hesitated to attempt the seizure of such a strong- 
hold without strong support from tanks and artillery, but his 
forces carried out this hazardous venture with no weapons more 
powerful than sub-machine-guns. The British garrison, con- 
fronted with the moral force of an Eastern democracy, offered 
no resistance, and its alleged attempt to corrupt the minds of the 
policemen with British Council literature does not seem to have 
deflected the new Poland from its way and purpose. 

The affair displayed M. Bierut on the eve of the election in the 
attractive réle of a Polish patriot with a care for the national 
culture. It is perhaps not ungenerous to suggest that on his 
record he was rather in need of some such advertisement for the 
strength of his patriotic sentiments. For his past career has not 
been free from a certain ambiguity of allegiance which causes 
some Poles to raise their eyebrows. Bierut, like Dzerzhinsky and 
Menzhinsky, was one of the Poles who took part in the Russian 
Revolution. In 1923 he came from Russia to Poland as an 
organiser of the Polish Communist underground movement, but 
soon had to flee from the country and spent several years in 
Austria and Czechoslovakia. Returning to Poland in 1932 with a 
Soviet passport, he was arcested and sentenced to a long term 
of imprisonment, but, claiming Soviet citizenship, he was ex- 
changed for a Polish political prisoner held in the Soviet Union. 
Subsequently he held an important post in the NKVD, the Soviet 
political police, and when the Soviet Union annexed the eastern 
half of Poland by agreement with Germany in 1939, Bierut noi 
only approved the annexation of the eastern provinces and the 
extinction of the Polish State then proclaimed by Russia, but 
also took an active part im the killings and deportations designed 
to crush all resistance to the Ribbentrop-Molotov partition. There 
are Poles who infer feom this record that he is not single-hearted 
in his devotion to his own country—and how can he better dis- 
arm such suspicions than by bold action to check the menace 
of the British Council to Polish independence? 
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Malta’s Constitution 


~ How can a politically advanced people like the Maltese be 
given responsible government when their territory is of such im-. 
portance to the defence of the British Empire? This question 
was asked after the first World War. It has been asked again in the 
last few years, ever since the siege.of Malta was lifted. On each 
occasion the same answer was given. Government in Malta must 
be a dyarchy ; the Maltese should be given full responsibility for 
their purely local affairs, but to the Maltese Imperial Government 
should be reserved all matters arising out of the position of: Malta 
as a strategic centce. Clearly this sort of rule is always open 10 
the danger of a clash between the two sides, and when a clash 
comes someone has to be top dog in order that law and order 
can be preserved. Thus, in 1930, the power given under 
Section 68 of the Constitution was stretched to enable the Maltese 
Imperial Government, through the Governor, to have unlimited 
authority in Maitese affairs. 

It is clear from the account of Sir Harold MacMichael’s dis- 
cussions with the Maltese given in his report (Colonial No. 207) 
that this method of suspending the constitution has rankled. The 
Maltese would consequently prefer that any amendment or sus- 
pension, as well as revocation, of the new constituticn now 
offered to them should take place only by Act of Parliament. 
To this the British Government cannot agree. Power for 
the Governor to exercise full legislative authority in an emergency 
is to be retained, although it remains for the Maltese to decide 
what legislative form they would prefer this power to be given: 

- Is this new dyarchy, in which ultimate power is again retained 
by the Imperial Government, any more likely to succeed than its 
predecessor, which so rapidly came to grief? . There are several 
reasons for an optimistic view. First, in its statement of policy 
on constitutional reform. (Cmd. 7014), the Colonial Office ‘has 
made it clear that on some points—for instance, the appointment 
of judges—it is willing to defer to the wishes of the Maltese. 
Secondly, the Nationalist party, based on a pro-Italian faction, 
disappeared with the war, and there is a chance of more straight- 
forward political splits between Conservatism (the Constitutional 
Party) and Labour. Thirdly, and perhaps most important, the 
language question has been settled by the recognition of Maltese 
as an Official language with English. Fourthly, it is possible that 
the strategic importance of Malta will diminish, which will enable 
the Imperial Government to view with greater equanimity the 
islanders’ attempts to work out their own destiny. Fifthly, the 
Maltese wish to remain within the Empire. But it should be 
emphasised that a people’s chances of making a success of respon- 
sible government are gravely hampered so long as it suffers from 
the poverty that prevails in Malta. The grant of a new constitu- 
tion must .be accompanied by vigorous measures to raise the 
standard of living of the Maltese if they are to live up to the 
responsibilities it will give them. 


* * * 


Foreign Labour for Britain ? 


The miners’ decision to accept Polish labour for the pits 
represents a welcome change of attitude after their previous ‘n- 
tractability, although it comes too late to make any practical 
difference to the coal situation this winter. In any case, the 
numbers involved are very small. It is estimated that not’ more 
than 170 Poles are available for immediate work in the mines, 
with the prospect of a further 226 later. But the effective number 
could be increased by training and by using foreign unskilled 
labour on surface and development work, thus releasing cther 
miners for productive work. Three conditions have been laid 
down by the National Union of Mineworkers—the local branch 
or lodge must agree ; the Poles must join the union; and they 
must be the first to be discharged if there is any redundancy. 
It remains to be seen whether local opposition, based either on 
prejudice or on practical housing difficulties, will present a fucther 
barrier, now that the major obstacle of the Union’s objections 
has been overcome. 

In the meantime, negotiations for the absorption of Poles in 
other industries and in agriculture are proceeding, although very 
slowly. Of the 76,000 Poles who have been declared eligible for 
the Resettlement Corps, 45,380 have been definitely enrolled, 
but by the beginning of this month, jobs had been found for 
only 1,750. The Poles are working on a dispersed basis in a 
wide variety of industries, and not necessarily in those indus- 
tries which are most short of labour. From the somewhat partial 
records that are available, it appears that the greatest number 
of Poles in any single industry is in building, with 178. There 
do not appear to be any in foundries or in textiles, while there 
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are only 18 in brick-making and 27 in. farming and forestry. 
Yet, as nearly half the total number of men in the Resettlement 
Corps.are under 30 years of age, there seems no ceason, once the 
principle has been accepted, why they should not be rapidly 
absorbed in the mines; farms and foundries. 

At the present moment, in additon’to these Poles, there are 
a few thousand Belgians and about one thousand Baltic Dis- 
placed Persons doing domestic work in hospitals and institutions, 
while the scheme to bring 2,800 Italians to work in the iron- 
foundries is making slow headway. German prisoners, of whom 
there are 255,000 working for different Government departments, 
are leaving at the rate of 15,000 a month, and although at this 
cate their departure will be a long process, the defiait will have 
to be filled somehow. 


* ¥ * 


Conflicting Claims for Emigrants 


The restatement of the naticn’s manpower difficulties given 
in this week’s White Paper gives an added point to the warning 
of the British High Commissioner to the Ministers of States in 
Australia that Great Britain cannot afford to release only her 
highly trained specialists from essential industries, and that the 
Dominions must be prepared to take a fair cross section of the 
population. The High Commissioner also added that there are 
a large number of Poles unwilling to return to their own country, 
for whom opportunities for emigration are required. 

Such a statement was needed, for the other Dominions are 
also looking for trained operatives, particularly for the building 
trades, and wish to draw on just those reserves of skill which are 
in shortest supply here: It is tragic that in this fierce competition 
for British men there appears to be no sign of a broader approach 
to the question of foreign labour. It is always British stock which 
is demanded, and apparently neither the existence of unemployed 
men of other nations, nor the miserable conditions under which 
they are living have served to budge the Dominions’ attitude. 
Yet moved it must be, for if full employment is maintained, even 
a modest stream of skilled emigrants could be highly embarrassing 
to Great Britain. There is no justification for interfering with 
the liberty of individuals to emigrate as they wish, but there is a 
case for re-emphasising that the burden of peopling the Dominions 
should be more equally shared, and that Dominion Govern- 
ments should concentrate more attention on other sources of 
supply. The Poles are the most obvious one: but it would be 
easier to push for their acceptance elsewhere, if the British trade 
unions had been mor« willing to accept them here. 

At present an even more effective check to movements of popu- 
lation is the shipping shortage. Instead of a programme of 35,000 
immigrants for this year Australia expects that only 6,000 immui- 
grants will find shipping to take them. It is therefore perhaps 
premature to be worried about severe losses of manpower from 
Great Britain. On the other hand it will take a long time to per- 
suade the Dominions to alter their attitude. 


* * * 


Manpower in November 


The Ministry of Labour’s employment figures for November, 
1946, show little change in the trends which have been developing 
throughout the year, and which are illustrated in the accom- 
panying chart. ' 

The general significance of the manpower situation is the sub- 
ject of comment in an article on page 129 and details of the 
employment and unemployment figures are given in the 
Records and Statistics Supplement. Some encouraging features of 
the returns are, first, the increase in November of 23,000 
in the numbers of women employed in industry, bringing their 
total up to 5.6 million; secondly, the continued reduction in the 
numbers engaged on the manufacture of equipment and supplies 
for the Services, now down to 474,000 or 37 per cent of the 1939 
figure; thirdly, the increase in the numbers engaged on produc- 
tion for the home market and exports, which stood in November, 
1946, at III per cent and 145 per cent respectively above the 
mid-1939 level. Building is still 5 per cent below its prewar 
labour strength, and distribution 20 per cent. 

The slight drop in the uncmployment total is also satisfactory 
—the figure on December 9th being 362,976 compared with 
366,531 on November 11th. Slight decreases in the “ danger 
zones” of Wales, and the North are reported, although there 
was an increase of less than 1,000 in the Scottish total. How- 
ever, the proportion of unemployed to the insured population 
of these regions (74 per cent for Wales, 5 per cent for the Northern 
and § per cent for the Scottish regions) is high in relation to 
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the national average of 2} per cent. It is too early to expect..the 
Government’s schemes for the Development Areas to be taking 
full effect, but unless there is a substantial drop in their unem- 
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ployment totals by the middle of this year, when the major part 
of the building programme should be complete, there will be 
a certain amount of scepticism about the idea of Full Employment. 


* x ® 


Demand for Juveniles 


Before the war competition to enter the civil service was so 
acute that the authorities never had to worcy their heads about 
recruitment except as an embarras de richesse: the problem of 
the recruit who was too good for a routine job was much more 
acute than any shortages. Now the boot is on the other foot, 
and the difficulties have been so severe that the Government’s 
Social Survey was set the task of finding out why people did not 
now want to enter the civil service. 

; The results of the survey, which have just been published, are 
interesting but also inconclusive. Unfortunately the questions 
asked were necessarily matters of opinion, and are susceptible of 
very different interpretation by different individuals: in addition 
a very high proportion of the people, when asked what they 
thought about the civil service, inevitably knew too little about it 
to answer. For instance, 44 per cent of those questioned had no 
opinion about whether pay in the civil service was satisfactory. 











Schoolchildren Parents 
Careers 
Prefer Expect Expect 
9 9 9 
Civil Service: (HOME) «...:..sc00c6.cciciaperevivececcecos % % | % 
Civil Service (Foreign and Colonial) ................ 3 2 1 
MD eee boned nae cael aka Se eblad oD ceudens 24 23 23 
I ans 5 nso snuee éb0csRiccecnedeacactecde 1 6 7 
Forces and Civil Aviation ................ccccecees 3 4 2 
EE ORC yo sobs Sie ae ale Scie dnc wine eeldeleba 33 26 22 
NN eo Faia. 6: cnn tia pee etje ede Re Soins «eaiemeacnsdecs 4 3 3 
Chewscal Work (008° C:S-) . ce ccesapascccgscvepes 5 5 7 
Unapecified Job Overseas. o: 255... ccccccccccssccccs 1 a 
NNN oe ics uinoededweascinwnansted studmees 2 1 1 
BO IN ago wre'ds.s esi ceerdnecnGsice-g aes cKcecmes 9 22 26 
PINs oe onistoa poids cs ccnstetiow nbevewavabacssuicne 971 971 118 
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It is thus not possible to lay great stress on the replies. Some of 
the opinions revealed are, however, of general interest outside the 
service. Roughly 1,000 school children in the school certificate 
and post-certificate forms of secondary schools and their parents 
were asked to say what careers they wished and expected to follow. 
The answers are shown above. 

This table throws up the immense popularity of teaching at the 
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present time, and the unpopularity of business. The civil service 
is now employing some 340,000 in the executive and clerical grades, 
and wishes to recruit about 8,000 a year for the next few 
years. Some 81,000 boys and girls left grant-aided secondary 
schools in 1937-38, of which only a proportion were of school 
certificate standard. If only 11 per cent of these now wish to 
enter the civil service, including the overseas service, and a still 
smaller proportion can pass the entrance examinations the pros- 
pects are not rosy. 

The recruiting troubles from which the civil service is suffering 
are of two kinds: the particular ones are due to its being the 
constant butt of newspapers and politicians, so that the worthwhile 
aspects of public service are overshadowed. This can be partially 
remedied by more information for the schools about what the 
civil service does and the prospects of reaching positions where the 
work is more than just routine hacking. The second difficulty is 
common to the country as a whole and is due to the absolute 
shortage of juveniles for all demands. If the civil service receives 
more than its share, then other emplovers must suffer. It is, 
indeed, up to the civil service to show how economies can be made 
in the employment of the young, by the permanent use of part- 
ume labour on semi-automatic clerical jobs, by the retention of 
willing people beyond retiring age in dead-end occupations and 
by the utilisation of the young on work for which their education 
and scarcity fit them. Cheap and plentiful juvenile labour is a 
thing of the past. 

*x * 


The Future of the ICS 


The Under-Secretary of State for India, Mr Arthur Hender- 
son, left Delhi on January 21st to return to London after conferring 
‘with members of the Indian Interim Government about the 
future of British members of the Indian Civil Service and officers 
of the Indian Army. No agreement has so far been reached on 
compensation for those who wish to leave these services on the final 
termination of British authority in India. 

Two questions of principle are involved: the first, whether those 
who wish to resign now from the Indian services have any valid 
claim to compensation for interrupted careers as well as to propor- 
tionate pensions, and the second, whether there is any legal or 
moral obligation on them to remain in the services after the 
final transfer of power. On the first point, it must be admitted 
that the claim is a strong one, for an Indian civil servant or officer 
has had to qualify himself in a highly specialised profession, includ- 
ing knowledge of Indian languages, law, local customs and so 
forth, which are unlikely to be of value for obtaining other employ- 
ment at comparable remuneration elsewhere, and in any case 
such employment is scarce, as many demobilised officers from the 
war-time Services have found during the last two years. It may 
be said that, as Indian self-government has been a declared goal of 
policy for two decades, British entrants to the Indian Services 
must have known that sooner or later the British control would 
come to an end; on the other hand, recruiting for the Services has 
been sustained by repeated assurances that the British Govern- 
ment would look after the financial interests of officials if the 
existing conditions of establishment were fundamentally altered. 
The British Government appears to have an obligation in this 
matter, whether it can persuade the new India to accept any 
liability or not. 

It is clear that it would be of great advantage to the new 
India to retain the services of a number of expert administra- 
tors and army officers with long experience of India, and habits 
of loyalty to “ the Government,” conceived as a supreme, imper- 
sonal, almost supernatural, authority. But the value to India 
which these trained public servants represent unfortunately offers 
no guarantee that they would receive the kind of fair treatment 
to which they have been accustomed. It is not a racial question, 
for it affects also Indian officials who share the “ non-political ” 
tradition of the services. The prospect tis that the intensity of 
party strife in India will “ politicise” all branches of State 
service. This has already come about to a great extent. There 
may still be careers for foreigners under such conditions, but 
they require qualities of a kind which the British Raj in India 
in the last eighty years has not encouraged in its servants. The 
British nation has no right to press men to enter the service of a 
foreign state for whose probable administrative methods their 
training has not prepared them. 


* * x 


Key to the Public Boards 


The publication of the Electricity Bill completed the list of 
mationalisation proposals promised for this session, and it may be 
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an appropriate moment to summarise the astonishingly diverse 
functions and organisation of the new bodies to be set -up. 
Perhaps their most confusing feature is the extraordinary differ- 
ences in name. The National Coal Board, the British Transport 
Commission, and the British Electricity Authority, have similar 
status, power and authority. Why, in that case, must one be a 
commission, another an authority, and the third a Board? And 
why dub two of them as British? 

To take the new authorities in the order in which legislation 
was introduced, there was first the Coal Industry Nationalisation 
Bill to set up the National Coal Board, with its headquarters, 
eight divisional boards and 48 area sub-boards. Secondly there 
came the Civil Aviation Bill, which did not set up any non- 
ministerial central board, but established three corporations to 
operate air services in different parts of the world, the British 
Overseas, the British European, and the British South American 
Airways Corporations. In the absence of a central board the 
Minister of Civil Aviation controls policy directly. Third came 
the Cable and Wireless Bill, under which the directors of the 
existing operating company have been replaced by a board con- 
sisting largely of ex-Post Office officials. This board is a modest 
affair compared to the new coal, transport or electricity authorities, 
and is closely linked to the Post Office, the Postmaster-General 
being answerable for it to Parliament. All these bills were passed 
during the 1945-46 session. 

With the new session came the fourth pcoposal for complete 
public ownership with the bill for the nationalisation of trans- 
port. A small British Transport Commission is to operate the 
road, rail, inland waterway and dock services through four corre- 
sponding Executives; no regional organisation is proposed. 
Fifthly, a Land Commission is to be set up under the Agri- 
culture Bill. This is not first and foremost a nationalisation 
bill, but it is intended that any agricultural land which is 
taken over by the nation should be administered by the Com- 
mission, and it is possible that the Commission will also manage 
the large amount of agricultural land taken over by the Coal Board, 
and the land surrounding new towns. Sixth in order is the Central 
Land Board to be set up under the Planning Bill; it is to control, 
under ministerial direction, the payment of compensation and of 
the assessment of development rights. This is primarily a financial 
and quasi-judicial authority and has only incidental administrative 
or management functions in relation to land. Finally, there is the 
seventh proposal, under the Electricity Bill, for a British Electricity 
Authority which is to be a full-blooded public undertaking respon- 
sible for the generation and transmission of electricity in bulk; 
current will be retailed to consumers through fourteen area Boards. 
As with coal and transport, the Minister has wide powers to issue 
directions on specific points and in matters affecting the national 
interest. Within this context of Ministerial control, the day to day 
administration of the Authority and Regional Boards are to be 
more or less independent. 


Shorter Notes 


The Postmaster-General appears to have beaten a retreat from 
his earlier stand against the closed shop, which was recorded in 
the issue of January 4th. At that time he refused to withdraw 
recognition for purposes of negotiation from a number of smaller 
unions in favour of the large Union of Post Office Workers: Now 
he has modified his policy by saying that official recognition will 
only be given to unions who represent 40 per cent or more of the 
staff for whom they cater, and that recognition will be withdrawn 
from those who now cover less than 33} per cent. This is tanta- 
mount to a withdrawal of recognition from most of the smaller 
unions, and must be taken as a victory for the closed shop in 
practice if not in principle. The adoption of this line of policy 
in the Post Office will presumably be followed in the civil service 


generally. 
x 


During the hearing of evidence last week by the Home Office 
committee of inquiry into the health, welfare and safety of 
employees, it was stated that about half the offices in London and 
other parts of the country are unsatisfactory by reasonable stan- 
dards of conditions. This may well be true; but can the poor 
employer be blamed for it at the present time, when he is Jucky 
if he can accommodate all his staff under one roof, when he 
cannot find less crowded quarters or, if he does, is not allowed 
to take possession of them, and when he has a long struggle with 
bureaucracy before he can improve conditions by alterations and 
decorations? 
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Letters to 


Planning Bill, 1947 


Sir,—In your article in the January 11th issue on the New 
Planning Bill you criticise the compensation fund of £300 million 
as “far lower than the kind of figure which both the Barlow and 


Uthwatt Committees had in mind.as reasonable.” What are the 
facts? 


The Barlow Report itself contains no suggestion of a reasonable 
figure. In a separate Note—thus segregated at the bottom of the 
page—the Committee state that they have been informed by the 
Chief Valuer that “ preliminary calculations” led to a figure 
“somewhere in the region of £400 million.” The Committee 
add: “This figure should be regarded as an intelligent guess.” 
The evidence of the Barlow Commission has never been pub- 
lished, nor have the methods and data used by the Chief Valuer 
in his “ preliminary calculations.” ‘The figure in the Bill is lower 
than a preliminary. guess submitted to the Barlow Commission 
and mentioned by them in a separate note without either approval 
or disapproval. That is all. I submit that you have gone beyond 
the evidence in saying that this is the figure which the Commis- 
sion had in mind. And if you suspect “hasty and tendentious 
calculations,” why suspect the Bill more than the Chief Valuer, 
since both workings have remained secret? 

The Uthwatt Report mentions no capital figure at all but an 
annual figure of £9 million, which is “ regarded as a shot.” If 
we generously assume this figure to be a perpetuity and not a 
terminable annuity, and if we reckon 20 years’ purchase (this 
again is generous, since development rights are a risky asset to 
the individual owner), we obtain £180 million. This would leave 
£120 million to cover the development rights in respect of the 
redevelopment of previously developed land (not covered in the 
Uthwatt figure). What reason is there for thinking that this is 
an unreasonably low proportion?—yYours faithfully, 


The University, Glasgow H. W. SINGER 


S1r,—In your healthily critical leader on the Planning Bill, 1947, 
it is implied that the need to obtain the consent of local autho- 
rities for a change of land use is a new and somewhat intolerable 
restriction of the liberty of the individual. This obligation has, 
however, existed ever since the 1932 Act came into use. The 
change lies only in the new powers intended to make that control 
effective. 

The 1932 Act intended to create effective powers by means of 
“compensation and betterment,” and it was not realised at that 
time that these weapons would crumple in use. The majority of 
thinking citizens have often agreed that certain development was 
against the general interest of their town as a whole, but that, 
under the law as it stood, it could only be checked by the payment 
to the owner of a sum based on the speculative value of that land 
if it were developed in the most profit-making manner. The 
conflict has arisen most often over the choice between using a 
site for public recreation or open space, neither of which brings 
in revenue, or for a block of commercial offices or high-density 
flats from which a considerable income could be expected. The 
new Bill should enable this type of argument to be discussed on its 
merits in relation to the general well-being and prosperity of the 
town as a whole, and thus, for the first time, make it possible for 
democratic control to become effective-—Yours faithfully, 


J. TyRwuitt, 
for Association for Planning and Regional Reconstruction. 
34 Gordon Square, London, W.C.1 


‘ 


The Teaching of Economics 


Si1r,—May I comment, from the student’s point of view, on the 
article by a correspondent in your issue of January 4th? Recent 
experience of a first-year course suggests that the social accounting 
approach which your correspondent recommends can be quite as 
perplexing as the orthodox approach. 

At the end of last term two fellow-students approached me and 
said they were in trouble about their economics. Their course 
consisted of a series of lectures on supply and demand under 
“free market” conditions and a parallel series of lectures based 
upon Professor Hicks’s “ The Social Framework.” Both these 
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the Editor 


students had mastered the material in the first series of lectures, 
but they had few clear ideas on national income <nd were sorely 
perplexed by the problems of its evaluation and comparison. Yet 
they were intelligent and interested. Students are not perplexed 
by abstract theory, so long as it is developed togically, as much as 
they can be by the most “ realistic” conceptions when these con- 
ceptions are qualified by such numerous reservations as must be 
applied, for instance, to methods of comparing national income 
and cost of living in different years. Once he has understood the 
reasons for all these qualifications, the beginner is still faced with 
the verv difficult task of deciding upon their relative importance. 
I do not wish to deny the usefulness of the national income 
approach, but I submit that it is slower and more difficult than 
your correspondent seems to imply. No doubt as information 
about the national income becomes more complete and more 
reliable this path will become broader and smoother. Perhaps an 
annual census of production will alter the picture. Finally, your 
correspondent is over-optimistic in believing that this approach 
makes the “ essential unity of economic studies ” obvious. The hill 
of national income problems stands between the student and a 
view of the whole land. It provides a stiff and obstinate climb. 
—Yours faithfully, D. L. Rypz. 


Dalton Hall, Victoria Park, Manchester, 14 


Sir,—Your correspondent’s criticism concerning the unreality 
of much current economic teaching was significantly restricted to 
this country. In large measure this atmosphere of unreality sur- 
rounding so much economic theory results from the unnatural 
divorce between economics and economic geography, a separation 
which, though rarely complete on the Continent, is in Britain nor- 
mally regarded as absolute and irrevocable. Personal contact with 
foreign, notably Dutch, economists, whom I have been fortunate 
in meeting during the war years, invariably revealed their amaze- 
ment at the woeful ignorance of economic geography displayed by 
their British colleagues. At present it is possible in most British 
universities for a student to obtain first-class honours in his 
economic geography paper without knowing the meaning of 
Gresham’s Law or comparative costs, and at the same time for 
economists to graduate with like distinction, yet ignorant of the 


half-dozen leading exports of Britain, France, the USA and the 
USSR. 


It is, unfortunately, true that only a small proportion of educated 
Britishers have any idea of what constitutes modern geography, 
though there are welcome signs, especially in the field of town 
and country planning, that its contribution is at last receiving 
recognition, and certain universities appear now to be regarding 
it as a possible link between the social sciences. During the twen- 
tieth century, in the period when economics has tended to become 
increasingly theoretical, geography has steadily developed what has 
came to be called its “ human side.” This somewhat diffuse, but 
very active, branch of learning, whose prophets are constantly 
accused by economists, historians and sociologists of trespassing, 
has largely filled the vacuum which was created when political 
economy became economics. To define economics as “the study 
of market processes,” or something equally technical, may be sound 
enough, but somebody or other, it is felt on all hands, should study 
the wealth of nations. 

Your correspondent’s suggestion of the national income as a 
suitable starting point for study is excellent. But a true under- 
standing of the enormous variations in scale and content of 
different national incomes, and of the extremely abnormal nature 
of our own in particular, implies a sound knowledge of both 
economic history and economic geography. 

I agree entirely that “it is imperative that the student should 
start off with his two feet on the ground.” To bring economic 
theory down to earth, literally and metaphorically, is precisely the 
aim of the modern economic geographer. Barbara Wootton has 
written entertainingly of the “apple-pie world” of certain 
economists. In the main the economic geographer concerns him- 
self with a very real world, full of variety, teeming with problems 
awaiting research, and capable of providing endless examples to 
prove or damn so many well-worn theories, and by and large, it 
is surprisingly devoid of desert islands.—Yours faithfully, 

C. A. FISHER 

Department of Geography andi Anthropology, 

Marine Terrace, Aberystwyth 








The Miners’ Pin-up 


Sir,—Your article “Labour and the Nation” when read: in 
conjunction with your note on “The Miner’s Pin-up” makes it 
clear that an economically sound distribution of the labour force 
is one of the most imperative tasks of the post-war reconstruction 
period. “Freedom of Choice” should be written in golden 
letters over the labour market. It forms an inalienable principle 
of British democracy and economic liberalism. It is surely a 
fundamental incentive to work. Yet, to make labour more pro- 
ductive it may be necessary not only to increase general incen- 
tives but also to provide that less useful occupations should not 
draw away labour from more useful channels. 

There are a good many occupations which consume labour for 
purposes which in our days have little justification when com- 
pared with genuinely productive employment. Me. B. Seebohm 
Rowntree has stated in two letters to the Times, which both 
make most interesting reading, that between 300,000 to 400,000 
people are gainfully employed in the betting trade. The leading 
journal of the shop assistants union told recently its readers 
that 80 per cent of the most prominent companies in the check 
tcading business employ approximately 250,000 agents. If it 
should be really desirable to induce the poorer classes to buy their 
clothing and other goods on the credit trading system there ought 
to be other means of providing the necessary credit for them 
without employing agents and canvassers, just as we shal] avoid in 
the future the wastage of thousands of competitive Approved 
Societies and their exaggerated numbers of staff. 

Before the war the total number of full-time agents employed 
in Industrial Assurance was about 65,000 (see Beveridge Report, 
I, page 250). With burial benefit included in the new social 
insurance scheme agents and canvassers of this type should 
become purposeless, but it seems that insurance offices will be 
anxious to heap industrial life assurance policies of another typ: 
on the poorer classes and thus retain thé vast army of employees 
in this business. The danger that more people than economically 
desirable are drifting into these and similar teades increases with 
demobilisation as many ex-soldiers prefer the so-called “ inde- 
pendence” of an agent to work in a factory or shop. Should 
it not be here that with all deference for free choice of the job 
gome restraint should take place until we have reached once more 
normal productive conditions?—Yours faithfully, 


149 Lichfield Court, Richmond Surrey HERMANN LEvy 


Armenian Exodus 


Sir,—I have read with interest your note on Armenian Exodus 
in your issue of the 11th. I was in Armenia this summer and able 
to make a close study of the matter on the spot, and would like 
10 offer corrections to one or two of your statements. 

First, “ the Russian Government’s drive to repeople the high- 
lands of Soviet Armenia with returned immigrants ” is not in my 
view quite a fair description. The drive in the first place comes 
from Armenians outside Armenia, and, in the second, is a matter 
for Soviet Armenia rather than fox the Government of the USSR, 
which is concerned merely to consent to adding citizens to USSR. 

Nor is it true that the drive is to repeople the highlands. A 
large number of the repatriates are in the capital, Erevan, and large 
numbers of others in rich collective farms in the valleys. The 
“more than half ” registered for repatriation is in fact 80 per cent. 
Those already resident in USSR are not 2,000,000 but 1,500,000. 

It is true in a sense that those who want to go are mainly the 
very poor, because those who are expatriate Armenians are mainly 
very poor; but when I was there in September already 260 in- 
telligentsia had arrived, and I saw a few others who could not be 
called the very poor. 

With regard to the new arrivals settling down, all I saw as 
well as all I heard of were settling down very well and receiving 
a magnificent welcome, being lent, for example, housing space 
and furniture by people very short of these kind of advantages. 
It was obvious in respect of nearly all I met that the. shortages 
and difficulties of life in Soviet Armenia—which are relatively 
small—did not seem to them to be shortages or difficulties at all. 

The statement in your article to which I take most serious 
objection is that the grant for a house is valueless because there 
are no building materials for the money to buy. The repatriates 
have priority for building materials. I saw with my own eyes 
in different places hundreds of houses being built for them and 
by them. I had no reason to disbelieve the statement given to 
me that 1,200 were being built in Erevan alone ; and in truth and 
in fact the whole movement is really very heartening, and pretty 
well managed.—Yours, etc., D. N. Pritt. 
4, Essex Court, Temple, E.C.4 
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Principles of Compensation 


S1r,—The proposal in the Government’s Electricity Bill to value 
the private holdings in concerns to be nationalised by reference 
to Stock Exchange prices will add fuel to the flames already raging 
over the similar provision in the Transport Bill. The arguments 
against this method can, perhaps, best be summarised in a phrase 
from The Times: “compensation on this basis can never be 
fair in principle and can seldom be fair in practice.” This con- 
tention is not surprising; what is surprising is the poverty of 
the arguments used by Government spokesmen jn defence of their 
original plan. These seem, reduced to essentials, to amount to no 
more than a claim that this method of valuation is practically just 
as fair as that of independent valuation. But surely there is some- 
thing to be said for the argument that valuation by reference to 
the Stock Exchange is the only method by which a figure fair to 
both community and private owner can be reached? 

The basis of valuation by an independent tribunal is that the 
transaction should be deemed to be one between a willing buyer 
and a willing seller. The tribunal must take into account all the 
facts relevant to the supposed decision by either side ; the physical 
state of the assets, their likely length of life, and of earning power, 
the circumstances that will influence the industry in particular and 
trade in general, everything, in fact, that can affect the amount of 
money that these assets will bring in to their owner over the 
years. But the one thing that the tribunal must apparently leave 
out is the political atmosphere in which those assets work. Why? 
Is not that a relevant fact, too? Can it be said that gold mining 
shares shoud be valued without reference to whether or not there 
is any likelihood of the world in general going back to a physical 
gold currency? Can uranium be fairly valued to-day by ignoring 
the fact that its ownership has certain political implications? In 
short, why should industrial shares be valued in a kind of vacuum 
from which politics are excluded? 

Yet there is one system of valuation of industrial holdings 
which does take every relevant factor, political as well as economic, 
into account. It is the Stock Exchange. Brokers may sigh when 
political influences do depress—or raise—prices, but the prices do 
move in response, just as our individual actions do under the 
same stimuli. Surely it is arguable that if there is one true mirror 
of our times, so far as economic activities are concerned, it is the 
Stock Exchange. It reflected political sentiment when the holders 
of electricity shares bought. Maybe their judgment of the future 
was faulty then (or whenever they decided not to sell) and they 
may be excused annoyance now. But does that justify them in 
denying the entire validity of the measuring rod they have so 
habitually used in the past?-—Yours faithfully, 

ERNEST WATKINS 

6a Frederick Mews, Knightsbridge, S.W.1 


From The Economist of 184.7 


January 23, 1847 


. . . Some men of all parties complain of the profits of 
traders. The several legislatures of Europe, as well as our 
own, persisted for a long period in maintaining laws which 
made food scarce, with a view of securing a high price to 
those who grew it. The scarcity they promoted has arrived, 
the price is high, and the protectionists of England now com- 
plain bitterly of those merchants and dealers, who take advan- 
tage of the artificial scarcity, and act on their own principles. 
We never heard from them sny complaint of the high rents of 
landlords, or the profits of farmers, when corn was at a much 
higher price even than at present. Certainly the profit is 
now made by a different class of n:en—a class with whom the 
mere landlords have an hereditary grudge, and we attribute 
their complaint as much to old prejudice and envy, as to a 
sense of justice, and what is due to the suffering consumers. 
Such a circumstance is calculated to excite regret and alarm. 
It is clearly by the operation of commerce . . . that calamities 
like the present can be lessened, and the errors of legislators 
be partially retrieved. Should the power of legislation, then, 
remain in the hands of those who are envious of commercial 
gains, who look on society as a clan, and would regulate 
it on the patriarchal principle of a great man’s household, 
what can we anticipate bur a continued hostility, evinced in 
the corn laws, between legislation and the progress of society? 
The expressions of animosity . . . against those who... 
gain the ordinary profits of trade, and the force given to 
individual crotchets, by the breaking up of parties, are the 
unfavourable circumstances we record on this otherwise 
auspicious .. . opening of Parliament. 
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Books and Publications 


Economic Harmony ? 


‘ International Implications of Full Employment.’’ By A. G. B. 
Fisher, Royal Institute of International Affairs. 202pp. 15s. 


ANY present-day Government of this country, whatever its poli- 
tical banner, is bound to pursue two main economic objectives. 
One of these, passionately endorsed by the people, is full employ- 
ment ; the other is the freeing and expansion of international trade, 
an aim having, to say the least, considerably less emotional steam 
to back it, but to which we are committed by international agree- 
ments. Professor Fisher’s task is to examine the mutual relations 
of these two aims. What policies designed to bring about full 
employment will harmonise, and which clash, with the develop- 
ment of an “ open” and expanding system of international trade? 
Which systems of international trade will be most favourable 
to the maintenance of full employment? 

He sets about his task with an admirable blend of caution and 
firmness. He is careful of his terms, quoting a number of defini- 
tions of the state of full employment and plumping in the end 
for one likely to madden the purist but to commend itself to 
common sense ; that level of unemployment which will not “ pro- 
voke an inconvenient restlessness among the electorate.” This is 
very typical of his general treatment ; at every point he keeps firmly 
in mind that it is practical and immediate policy in a democratic 
state which is being discussed, and that a well-established popular 
state of mind is, therefore, a fact to be treated with as much respect 
as the figures of the balance of payments. Similarly, what he 
prefers to call the “open” international system is less defined 
than, after considerable discussion, indicated, as one respecting 
the right of consumers to buy from low-cost producers. 

From an argument too close for casual summary there emerges 
a main conclusion not altogether comfortable for the uncritical 
advocates of “ security first.” The requirements of the open inter- 
national system and the aims of a full employment policy can 
be harmonised only by a constant, unremitting maintenance of 
maximum efficiency and maximum mobility. To envisage full 
employment as a prescriptive right, on the part of every worker, 
to his present job; or to try to attain it (as most countries did 
in the 1930’s) by exporting unemployment elsewhere ; or to tem- 
porise with adjustments by subsidies, inflation, or other jiggery 
pokery, is to make the “open” system finally impossible. 

For those who argue that, in this case, it is the open system 
rather than the handy if internationally regrettable weapons of 
full employment policy which should be jettisoned, Professor 
Eisher has his answer. The argument might conceivably hold 
good for a country like the United States, which would not be 
ruined, though seriously inconvenienced, if its foreign trade were 
utterly abolished. But Great Britain’s dependence on imports, 
Statistically striking enough, is even greater than statistics indicate, 
because it is precisely those goods on which the whole structure 
both of production and consumption rests—food and raw materials 
—which she is incapable of producing in adequate quantities. 
To obtain these goods, as well as to pay off. past obligations, she 


must export on a larger scale than ever before. To attempt to’ 


carve markets, on this new and larger scale, out of a total of world 
trade no larger than that remaining after the abandonment of the 
“open” system, is manifestly hopeless. The total of world trade 
must expand if Great Britain’s economic needs are. to be met— 
including her need for full ¢mployment; so far from the two 
major aims being incompatible, the second is essential to the first. 

Professor Fisher would agree, however, that one cannot simply 
write QED and leave the matter there. World trade is necessarily, 
for as far ahead as one can see, dominated by the United States, 
and the economy of the United States appears, on its past record, 
both to be subject to epileptic convulsions of extraordinary 
violence and to be guided by individuals singularly unconscious 
of their responsibilities towards the stability and prosperity of 
the outside world. Has Great Britain, in fact, a choice (treaty 
obligations apart) between an open world economy and a system 
of bilateral agreements and blocs? Is not the choice rather between 
a system of the latter kind, built up far-sightedly and calmly 
to achieve as many as possible of the advantages of the open 
system, and a chaos of the 1929-39 variety? Professor Fisher 
admits the formal possibility ; but he argues, with some evidence, 
that the United States is not incapable of learning, has every 


intention of maintaining full employment, and has through’ 


the escape clause of the Loan Agreement and the “scarce 
currency ” clause of the Bretton Woods pact provided a con- 


siderable safeguard against her own possible shortcomings as 
a partner in world trade. Even given the doubts felt as to the 
United States’ influence on world stability the balance of advan- 
tage remains, he holds, heavily in favour of the “ open ” system. 


Bretton Woods 


** Bretton Woods for Better or Worse.’’ By R. G. Hawtrey. 
Longmans. 142 pages. 7s. 6d. net. 


For many years Mr R. G. Hawtrey has consistently held the 
view that the prime object of monetary policy should be the 
stabilisation of the purchasing power of money. For that purpose 
it is necessary to ensure an equable flow of money so as to pre- 
vent either a shrinkage of the flow which is inevitably followed by 
trade depression, or an undue expansion which invariably leads 
to a boom, and in turn is the prelude to deflation and depression. 

The best available measure of the flow of money is the wages 
level, and the theoretical aim of policy is so to regulate the flow 
that no change in-the average wag: level is ever called for. In 
practice wage index numbers would not give a sufficiently precise 
guide to action, and central bankers in charge of credit control 
would pay attention chiefly to the returns of unemployment, mak- 
ing due allowance for any special unemploynynt due to non- 
monetary causes. Mr Hawtrey is an unrepentant believer in Bank 
Rate as an instrument for controlling the flow of credit, and has 
little belief in any of the modern devices. 

‘It is in this context that he writes of Bretton Woods. And it 
is because, in his belief, Bretton Woods—that is the International 
Monetary Fund—fails to provide an effective mechanism for the 
control of the flow of money along these lines, that he is inclined 
to condemn it. The basic defect of Bretton Woods is in his view 
two-fold. It provides no safeguards against general expansionism. 
And by reason of the restrictions it imposes on the alteration of 
exchange parities it does not cater satisfactorily for a member 
country which desires to contract out of either a general inflation- 
ary Or a general deflationary movement. Mr Hawtrey bluntly 
asserts that “a country’s right to alter the par value of its own 
currency should never be parted with ”—which seems to be going 
pretty far towards denying any value to international co-operation 
in the monetary sphere. 

Mr Hawtrey leaves it in no doubt that he would at the present 
time favour much higher Bank Rates in Britain and in the United 
States than now obtain. As a means of reviving London’s posi- 
tion as an international marketing and financial centre he also 
urges that sterling exchange control should be abrogated and 
treated “an an emergency measure only to be reimposed if at 
some future time the country’s reserves are imminently threatened 
with exhaustion.” It will be seen, therefore, that Mr Hawtrey, 
who marshals his argument with all his accustomed force and 


brilliance, stands well outside the main current of contemporary 
economic opinion. 


- Blackwell’s Political Texts 


Mill; ‘On Liberty’’ and “ Representative Government.’’ 
Edited by R. B. McCullam. 


Lock: ‘ Second Treatise of Civil Government ’”’ and ‘‘A Letter 
Concerning Toleration.’’ Edited by G. W. Gough. 

Hobbes : “ Leviathan.’’ Edited by M. Oakeshott. Cloth, 8s. 6d. 
net. Paper, 7s. 6d. net each. 

At a time when the English political scene is changing rapidly, 
and Parliament itself and other representative institutions are in 
a steady process of transformation, it is no bad plan to re-examine. 
the account of the genesis and the functions of the State given 
by three of the foremost English political thinkers: of the past. 
These first three volumes of a new edition of political texts are 
equipped with long and valuable introductions. Particular men- 
tion needs to be made of Mr Oakeshott’s erudite yet forceful 
introduction to the Leviathan, which cotnes closer than seemed 
possible to vindicating Hobbes’s hoary account of human nature 
and to sustaining the writer’s claim that this work “is the 
greatest, perhaps the sole, masterpiece of political philosophy 
written in the English language.” Indeed, Mr Oakeshott out- 
shines Hobbes in standards of logical construction. 

Hobbes, Locke and Mill are a well-assorted trio. They were 
all strongly influenced by the circumstances of their age—Hobbes 
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preaching unconditional obedience to the State amidst the tur- 
moils of the Civil War, Locke seeking to justify a limited right 
to rebellion after the peaceful revolution .of 1688, Mill arguing 
for the maximum development of individualism among a genera- 
tion which feared society more than the state—yet each con- 
tributed something of permanent significance to political 
theory. Further, all three of them are at one in a peculiarly 
English rejection of romantic and idealist theories of the state. 
The state is there to serve the individual, not the individual the 
state. Moreover, the state, however it is constituted, acts 
always in a representative capacity—it is incapable of expressing 
a unanimous “general will,” as Rousseau thought, or of auto- 
matically acting rightly, as Hegel sometimes seemed to believe. 
Ii follows that the state may sometimes act stupidly and unjustly, 
may be a vehicle for the selfish zims of individuals or groups. 
Even Hobbes had few illusions about his Leviathan, whose com- 
plete authority was necessary rather than desirable. 

Nevertheless these three thinkers were far from agreed on the 
powers which the State should possess. Hobbes was perhaps the 
first great theorist to realise that sovereignty must be indivisible, 
that there can be only one ultimate source of power and authority 
in the state if chaos is to be averted, and that no bill of rights 
or separation of powers can ultimately bind or limit this 
sovereign authority. Hobbes’s theory is good law in most 
countries, Britain included; and whereas in the United States, 
the position is less simple, the ability of the past to bind the 
present remains something of a miracle. But even a sovereignty 
that is legally absolute, such as the King in Parliament, is no 
stronger than the human wills that sustain it in being. It is 
this fact that, contrary to Hobbes’s precepts, brings about rebel- 
lions and, contrary again to Mill’s wishes, makes impossible any 
permanent guarantee of individual liberties. All that is good 
in a political constitution, however hardly won, however firmly 
grounded, can be kept in being only by a continuous will and 
effort that must be made afresh by each generation. 


Documentary Film 


“The Factual Film.’’ A Survey by the Arts Enquiry of P E P 
250 pages. Oxford University Press. 12s. 6d. 

THE social, educational and commercial importance of the film 
makes the appearance of this 250-page survey most opportune, for 
it is from the achievements of the documentary movement that 
British films derive their peculiar virtues. This book, like the 
documentary fiim itself, combines realism with vision and projects 
the whole subject in proper perspective. 

The history of the documentary and the development of non- 
theatrical distribution are faithfully traced, before and during the 
war ; the news film and the record film are examined ; and the 
international use of the factual film is briefly explored. The 
section on “ Films and the Public,” read in conjunction with the 
appendix on “ The Development, Structure and Economics of the 
British Film Industry,” shows why the best in public taste is rarely 
encouraged, and suggests a remedy in the creation of a public film 
institute, free from the financial and constitutional handicaps of 
the British Film Inst:tute and powerful and independent enough to 
safeguard the public interest. The other appendices on “ Film 
Censorship in Great Britain,” “ The Educational Film Movement 
in Scotland” and “ The National Film Board of Canada” throw 
interesting sidelights on the central picture. 

Special attention is devoted to the use of the film in education. 
The scarcity of projectors, the lack of interest often shown by 
teachers and the absence of a working relationship between 
teachers and producers during scripting and production, are among 
the reasons for the present highly unsatisfactory position. Govern- 
ment finance and the specialist services of a public film institute 
are essential if the potential benefits of the film in education are to 
be realised. 

The recommendations of the anonymous experts who have 
prepared this report under the auspices of Political and Economic 
Planning (PEP) deserve the close attention of educationists, 
Members of Parliament and indeed of all responsible citizens con- 
cerned with the future of the film ; and the drastic reconstitution 
of the British Film Institute, the need for which has now been 
convincingly demonstrated, should be undertaken without delay. 


Wilderness of Marxists 


«The Theory of Capitalist Development.’’ By Paul M. Sweezy 
Dobson. 398 pages. 18s. 


Tue ghost .of Ricardo still haunts the world in a state of split 
personality ; a feebly gibbering Jekyll, Henry George, and an 
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apparently inexorcisable Karl Marx. Hence Dr Sweezy, who 
makes a determined attempt-to get back to Ricardo and to prove 
that in Marx and Marx alone is to be found the properly de- 
veloped economic truth. This attempt, one may as well say at 
once, does not come off. It simply is not possible, in this day 
and age, to present the notions of socially necessary labour time, 
surplus value, and so forth, so as to convince anyone not already 
prepared to supplement reason powerfully with faith; and the 
laborious following-out, through diagrams, algebraic formule, 
and ponderous logical sequences, of all the implications of Marx’s 
original errors, and all the glosses put upon them by the faithful, 
seems a pointless misuse of time and energy. Dr Sweezy’s pub- 
lishers claim that the general reader, as well as the economic 
specialist, can readily follow his arguments, but this claim can 
only be described as touchingly optimistic. 

Dr Sweezy’s later chapters, in which he deals with crises, de- 
pressions and the “ breakdown theory,” have a certain interest 
in that they link and compare the Marxian and Keynesian 
analyses of the inherent contradictions of capitalism. Indeed, he 
comes near—perilously near from the standpoint of Marxist 
orthodoxy—to endorsing Lord Keynes and agreeing that capitalism 
can, after all, be made viable. He concludes, however, that sub- 
mission to Keynesian remedies, including a vanishing rate of 
interest and redistribution of purchasing power to the benefit of 
the Propensity to Consume, is something not to be expected of 
any governing class, whatever the nominal complexion of the 
government in power. His hopes, such as they are, for the com- 
paratively peaceful achievement of Socialism rest rather on the 
example which he sees the USSR setting, in the future, to the 
workers and middle classes of other lands. In the light of this 
opinion one need hardly add that The Theory of Capitalist 
Development was written well before the end of the war. 


A Classic Revised 


“A Study in Public Finance.’’By A. C. Pigou. 
Macmillan. 16s. 


PROFESSOR PiGou’s Study in Public Finance, a classic for the last 
nineteen years, has been considerably modified in this, its third, 
edition. Some chapters are omitted as now irrelevant; others, 
borrowed from The Political Economy of War while this was out 
of print, were reincorporated in its 1939 edition. Instead, three 
chapters have been added on the mechanism of reparations transfers 
(an analysis strangely applicable to the repayment of the American 
loan) and an entirely new section on Public Finance now concludes 
the book. 

This final section, methodically scrutinising all those means— 
taxation, subsidy, modification of insurance contributions, public 
works, and monetary manipulation—by which the fiscal and 
financial authorities can influence the volume of employment, ends 
on a note of warning on the dangers of inflation inherent in a 
Keynesian policy. To Professor Pigou, it appears inevitable that a 
demand for higher wages should follow on the heels of any increase 
in the total wages bill. He enters into no controversy, draws no 
morals, never even mentions the name of Lord Keynes ; no one, 
in fact, could be much further above the battle than he. But 
current events give to his thesis a sinister topical quality. 


285 pages. 


Shorter Notices 


‘Food, Famine and Relief 1940-1946.’’ League of Nations 
Publications. Obtainable from Allen and Unwin. 159 pages. 
Paper bound: 6s. 


This book is an analysis of the causes underlying the present world 
food crisis. War and post-war scales of rations, rationing systems and 
food consumption levels are examined, and international relief activi- 
ties and the state of the public health are reviewed against a back- 
ground of comprehensive statistical information. Valuable material 
has thus been made accessible, which must be essential for any success- 
ful remedying of the present tragic world food situation. 


‘‘ Documents on British Foreign Policy 1919-1939.’ Edited by 
E. L. Woodward and Rohan Butler. Second Series; Vol. 1. 
His Majesty’s Stationery Office. 603 pages. 21s. 


The first instalments of a collection of Documents on British Foreign 
Policy from 1919 to 1939, promised by Mr Eden in Parliament in 
March, 1944, are now beginning to appear. The present volume covers 
a period from 1929 to 1931 dealing with Naval Disarmament, Relations 
with Germany from the formation of Dr Bruening’s administration 
to the announcement of the Austro-German proposals for a Customs 
Union, and the attitude of HM Government in the question of inter- 
national co-operation within the framework of the League of Nations. 
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SURVEY 





Army . Navy Merger 


(From Our US Editorial Staff) 


HE announcement that the Army and Navy have arrived at a 

compromise unification plan satisfactory to both services as 
well as delightful to President Truman would be more pleasing 
to the rest of the country if there were more evidence that it were 
true ; and if there were not quite so much evidence that the basis 
of the struggle has merely been transferred from principles to 
details, its locale from the public prints to the whispering corridors 
of Washington. The plan itself bears a sufficiently striking re- 
semblance to those adopted on several occasions during the war, 
when it became necessary to reconcile the objeatives of irrecon- 
cilable agencies, whose areas of authority overlapped—the plan of 
leaving both agencies intact, but setting up a third, super-agency 
embracing both the others. The notable case at that time was the 
creation of the Office of War Information, which was to be a 
policy-making body in the’ field of public information, but which 
turned out to be an executive institution for policies determined 
everywhere else ; and policies often mutually contradictory. 

The new plan for the Armed Services does not promise much 
better. One of the Navy’s leading objections to previous plans 
was that it was deprived of a voice in the Cabinet. The Army Air 
Force’s chief desire was to obtain such a voice ; and that of the 
Army General Staff was to have a Cabinet officer who should be 
above all the services. On this plane, the new plan provides for 
giving everything to everybody, so that the United States will have 
not a single Secretary for all the armed services, but four such 
officers—one for each of the three services, with the new Secretary 
ot National Defence as arbiter. It will be interesting to see who 
draws this extraordinary assignment, which would seem to call for 
the combination of Talleyrand and King Solomon—if the plan 
goes through. 

Under it the Army and Navy are to retain their own tactical air 
forces, while the Air Force operates in the strategic domain. But 
who decides where the boundaries of this domain lie? The new 
Secretary? His Staff? Or the Army’s General Staff, which 
apparently wishes to be a Great General Staff on the German 
model? The Secretary of National Defence is to be the judge, and 
he is to be a civilian, that is, a man fundamentally ignorant of the 
subject on which he is arbitrating. It is hard to see in this part 
of the proposal anything but a victory for the most extreme Army 
point of view, and in this sense, it is no surprise that the proposal 
should be delightful to Mr Truman, the ex-artilleryman who 
seldom saw water ‘in anything larger than a bath-tub before he 
became President. 


* 


But the whole thing is at present merely a proposal, an agreement, 
whose very approval by the President is not unlikely to make it 
unvalatable to a ‘Congress acting on the principle that it is sound 
politics to answer No to any request that Harry Truman makes. 
Only the Congress can establish the necessary two new Cabinet 
posts ; or alternatively disestablish the present Secretaries of War 
and Navy in favour of a new single Secretary for National Defence. 

Congress—at least the controlling sections of Congress, which 
are the new Armed Forces Committee of House and Senate— 
evidently wants nothing to do with the matter at present. The 
Senate Committee is mute; Mr Andrews, the Chairman of that 














“AMERICAN SURVEY’”’ is drawn from three 
sources. Articles described as “ From Our U S Editorial 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as “From An Industrial 
Correspondent ’’ or “ From A Correspondent in Ohio’’ 

| 
| 


are from outside contributors. Everything printed 


without attribution is prepared in London. 





in the House of Representatives, issues a statement which presents 
an excellent imitation of a man holding a hot potato and looking 
for a place to put it down. Any Bills on the subject of unifica- 
tion (which he prefers to call “ integration,” apparently failing to 
realise that it is the stronger word) will be routed, he says, not 
through his committee but through the rather obscure committee 
on Expenditures in the Executive Department. The reason is, 
once again, that this Committee would be a disinterested umpire— 
that is, it would be ignorant of what it was dealing with. 

The remainder of Mr Andrews’s statement, which footnotes 
and underlines all the hearts and flowers in the official announce- 
ment, demonstrates how real the conflict between the services 
still is, and why he is so anxious to drop the potato. He proposes 
that Mr Truman shall “ gag ” Army officers with regard to unifica- 
tion, as he has already forbidden Navy officers from speaking on 
the subject. The idea may be dismissed as Republican party 
politics, but it is, beyond this, evidently a bow in the direction 
of the Navy. Few Navy officers have been able to avoid the 
opinion that the reason they were put to silence was that the 
arguments against the unification proposals they advanced were 
unanswerable. 

Mr Andrews proceeds to say that there is no real difference 
in the viewpoints of the two services, and this is a bow to the 
Army. There is a very real difference; the question is funda- 
mentally the adoption or non-adoption of the ideas of the Army 
General Staff, which believes that it should make all large decisions 
in war, which believes in universal conscription, which believes 
that there should be no such corps d’élite as the Marines, sustained 
by voluntary enlistment, while the ordinary citizen has no choice 
of the branch in which he will serve. Either the Army will 
attain the objective of making the branch of service a matter of 
direction from higher authority or it will not; but this is the 
question both Mr Andrews and the “ merger ” plan that so pleases 
Mr Truman carefully avoid. 


® 


Mr Andrews adds a few cupolas of his own to the remarkable 
structure of the agreement which conceals so many disagreements, 
He proposes to set up within the Armed Forces Committee a 
series of sub-committees of which he himself will be an ex-officio 
member, along with Mr Vinson, the senior Democratic member. 
These sub-committees will deal with such subjects as (his words) 
aviation, heavy ordnance, and personnel. They will have their 
own staffs of independent experts, connected neither with Army 
nor Navy, and the liaison officers from those departments will 
be “just that,” which apparently means gilded messenger-boys. 

It is an interesting picture. Who will those civilian experts in, 
for instance, heavy ordnance, be, who know so much more about 
the subject than the officers of the armed services, yet can afford 
to desert the high salaries industry would offer for the very low 
ones that the Congress would supply? There is a good deal of 
opinion, even in the tightest Army circles, that heavy ordnance 
in land warfare has become obsolete. Its mission is long-range 
fire, and it moves too slowly, offers far too attractive a target for 
minor weapons, to serve effectively in this capacity. Heavy 
ordnance at sea is in a far different position. It is mounted on 
an active platform and can obtain surprise. 

For that matter, how heavy is heavy? The Army considers a 
155-mm. gun as heavy; it is almost exactly the calibre of the 
6-inch gun which is the standard light weapon of naval war. The 
conclusions seem unavoidable that the new Congress has not 
studied the question at all; that the military departments have 
studied it, and have reached an agreement, not to agree, but to 
continue the debate behind the scenes, where beneath a surface 
appearance of accord, they can continue the process of playing 
for position as grand masters do in modern chess. 
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_ Community-Property Taxation. 


(From a- Correspondent. in Colorado) - 


r HE principle of taxation which says that taxes should bear 
_. equally upon members of the class taxed has been split right 
down the middle by the community-property laws of a group 
of Western States, under which different and. preferential federal 
treatment has been accorded members of the same class of tax 
subject, because of their residence.. When the United States took 
‘over territories from Mexico the property laws were left un- 
changed in those territories and in the states which grew out of 
‘them; and in states formed from neighbouring territories the 
Spanish law was likewise followed. As a result, at the time of their 
being received into the Union eight states had what is called the 
community-property law in regard to the property acquired by 
married people—that is, it was owned in common, and the mana- 
ger was legally responsible to the other party. If the marriage 
split up, half the communal property went to each spouse. 

When the federal amendment authorising the graduated income- 
tax was adopted in 1913, lawyers and officials of the so-called 
community-property states contended that their system per- 
mitted married persons likewise to split their income up into twe 
halves for the purpose of paying federal income tax, and thus to 
pay on two smaller incomes rather than on one larger one, with 
a consequent saving. The Treasury dissented, but in test cases 
the contention was upheld by the Supreme Court. 

So for many years married couples in these eight states, 
Louisiana, Texas, New Mexico, Arizona, Nevada, Idaho, Wash- 
ington and California, have been enabled to pay federal income- 
tax on a different and less burdensome basis than have those in 
other states. Their savings and the added burden thrust on to 
taxpayers elsewhere, did not amount to much in the days of 
lighter income-taxes, but in the past five or six years the disparity 
has been very great indeed. It has been somewhat blunted by 
certain provisions regarding the reporting of earned income and 
by the fact that many other states have provisions which enable 
some saving to be made by married people who derive their income 
largely from property. But it has become increasingly desirable 
to be spouses in community-property states. 


Senators and other officials from the community-property states 
have always contended that it would take a constitutional amend- 
ment to remove this privilege, but they have never consented to 
Congress putting the question to a test by inserting in the federal 
income-tax law a stipulation that all property income of a couple 
should for income-tax. purposes be considered the income of one. 
They have filibustered whencver this proposal has been brought 
up. Such paladins as Senators Connally of Texas and Johnson 
of California may have differed on every other subject under the 
sun, but on this they stood as one. . 


* 


The last time the attempt was made in the Senate was in 1941, 
just before Pearl Harbour, and when, on that occasion, it became 
apparent after some days that no business would be done for 
months if the provision were pressed, its spopsors reluctantly 
withdrew it. One of the claims of the filibusterers has always 
been that the provision promotes stability of the married relation 
and that the attackers therefore were attacking marriage. As a 
matter of ironic fact the divorce rate in the eight states with com- 
munity-property laws is much more than twice the national aver- 
age ; climate, custom and character seem to have a great deal 
more to do with siable marriage than money. In any case, the 
savings are so small in the lower income brackets as to be 
negligible. 

But the situation has had one striking effect. If a man who is 
preparing to retire in New York or Ohio, say, on an income of 
$25,000 yearly, is shown by lawyer-friend that by moving to 
California he and his wife can save $2,622 yearly, the attractions 
of the famous climate are likely to become so impelling as to 
cause the move.to be made. Then, too, a glance at the map shows 
certain states that are in effect islands among community-property 
neighbours. One of them is Oklahoma and one is Oregon—the 
latter is entirely surrounded. Exploitation of Oklahoma’s oil and 
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other natural resources. has developed. many large fortunes and 
incomes in that state. But just across the border in: several direc- 
tions lie fair provinces where federal income-taxes are much less 
onerous. The same is true in Oregon. . 

In recent years both states have grown restive under rapid and 
continuous loss of wealth taken away by departing couples. In 
1939 Oklahoma passed a state law which gave married couples the 
privilege of entering the community-property status if they so 
desired. The Federal Government resisted the application of this 
act to the payment of federal income-tax. The Supreme Court 
held in effect that such. an act. was not a true community-property 
act, since the community-property status was not mandatory on 
all married couples in the state. If Oklahoma desired a com- 
munity-property act, the Court said, it must pass a real one. 

Oklahoma in 1945, therefore, passed a mandatory act, and the 
Treasury threw up its hands and conceded that Oklahoma couples 
hereafter may enjoy the benefits of community-property. So the 
way is now legally open for other legislatures to act. Most of 
them meet in 1947, and all that are not in community-property 
states will be open to the pressure from wealthy couples that 
caused Oklahoma to act. (Oregon passed a law in 1943, but re- 
pealed it when the original Oklahoma statute was struck down. 
Now a fresh start is in order.) How long, in particular, should 
the legislatures of such wealthy states as New York, Massachusetts 
and Illinois be expected to resist ? There is a kind of Gresham’s 
law in taxation as well as in coinage, and a lenient tax situation 
will always drive out a more stringent one. 

Mr Stanley T. Surrey, tax legislative counsel of the US 
Treasury, has proposed—as an individual suggestion and not as 
departmental policy—another approach. Since it seems impossible 
to equalise the situation by the remedy heretofore sought, Mr 
Surrey would permit married couples anywhere to report their 
taxes in joint form, but to pay tax at the rates which would prevail 
were the incomes to have been earned separately, a close approxi- 
mation of the community-property result. For the first time he 
gives estimates of the savings made by couples in community- 
property states. Nothing is saved yearly at an income below 
about $3,400. Then the savings are as follows: 

Net Income 

Pefore 

Exemption, Total Tax, 

Married Couple Community- Total Tax, 


with no Property Other Percentage 
Dependants States States Saving of Saving 
$ $ 

5,000 760 798 38 4-8 
10,000 1,843 2,185 342 15-7 
15,000 3,154 4,047 893 22-1 
25,000 6,460 9,082 2,622 28-9 
50,000 18,725 24,795 6,070 24-5 
100,000 50,274 63,128 12,854 20-4 


Mr Surrey also calculates that in the 10 years 1937-46 couples 
with an average yearly income of $5,000 would have saved $320 
in all ; those with $10,000, $2,864 ; those with $25,000 would have 
saved $20,633; those with $50,000, $53,144; and those with 
$100,000, $132,187, by residence in a community-property state. 
(Since tax rates in the earlier years were lower, the savings in the 
table above would not have applied throughout.) He says that 
under present rates, wealthier married couples “get a tax holiday 
every five years.” He figures that his suggested change would 
mean a ,000,000 yearly loss to the Treasury. (No one has 
estimated the actual saving to taxpayers in community-property 
states and corresponding loss to the Treasury under the present 
situation.) With the Republicans promising a 20 per cent overall 
cut in income-tax, the community-property amendment, as pro- 
posed by Mr Surrey, is sure to come in for a great deal of dis- 
cussion in Congress. It is, however, politically touchy in that it 
is an amendment for the rich—to 99 out of 100 American married 
couples it would have no meaning whatsoever. 


American Notes 
Ford’s Diagnosis— 


. 


The Ford Motor Company last week-end made a determined 
and courageous bid to end the wage-price spiral by reducing prices 
for current models by $15 to $50. These reductions are, perhaps, 
modest enough on a price-list ranging from $1,200 to $1,600, but 
they have been made at a time when the rest of the industry 
has posted a sharp advance on general list prices, and when the 
Ford Motor Company itself has been rather gloomily assessing 
the probable inevitability of a further upward move. In his 
statement to dealers and purchasers, Mr Henry Ford Jr. declared 
that the company had made very heavy losses over the first year 
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of post-war operations, but that these losses would be written off 
as “a down payment towards a continuing high level of production 
and employment.” The price policy was also declared to be 


.“ shock treatment ” directed against an “ insane spiral of mounting 


costs and rising prices.” 

Mr Ford’s statement showed that be was not altogether certain 
of the final success of this treatment, however accurate the diag- 
nosis may be. But he has certainly gained a very considerable 
success in giving a sharp jolt to a community which was already 


beginning to realise that the price gains of the last six months 


could not continue for very long without some very damaging 
repercussions. Most of the publicity attaching to price reductions 
over the last month or so has centred upon such luxury items as 
furs, jewellery, and luxury products. Retail food prices, however, 
have also shown a declining trend since the Christmas buying 
peak, and predictions of a wider decline in consumer goods items 
are now general. 

Beyond this there is now evidence that a more cautious mood 
is spreading through the whole industrial community. There is 
far more concern about the level of inventories, the possible 
duplication of orders, the development of “sales resistance,” and 
the growing reluctance to accept “price escalator” clauses in 
longer-term contracts. All this does not, of course, mean that 
the United States is heading for the depths of depression. Indeed, 
it seems more than probable that over the next month or so 
the pace of industrial activity will quicken as manufacturers urge 
shipments forward against the possibility of deadlocks in wage 
negotiations. Beyond then, however, is the certainty of a slower 
pace in re-stocking, the probability of a pause in plant and equip- 
ment orders, and the prospect of a decline in farm incomes through 
1947. 

If such a setback begins to develop, it wil! almost certainly be 
greeted with prophecies of impending doom. In the last quarter 
of 1946, gross national product was running at a peak annual rate 
of $205 billion with civilian employment, at 58 millions, more than 
1o millions higher than in r940. It needs no special gift of 
imagination to predict that a decline in industrial production of 
only 15 per cent (to the highest pre-war level of 1941) would bring 
a very rapid rise in unemployment figures, since in that year the 
number of workless averaged about § millions. The actual decline 
in activity may well exceed 15 per cent, though fortunately, there 
seems no reason to believe that it would be prolonged for more 
than a few months. 


* * * 


—And Wage Negotiations 


In any event, Ford price policy brings a new factor into 
current wage negotiations, and Mr Ford himself was careful to 
add that his company was well aware of “ the great interest taken 
by the United Automobile Workers in lower prices.” So far, the 
UAW delegates, who are now engaged in bidding for better terms 
from Chrysler, have been the most determined advocates of 
specific wage claims. Their demand is for an increase of 23.5 
cents an hour, plus insurance and pension funds, and other con- 
cessions which are said to total an advance of more like 30 cents. 

A year ago, with the whole weight of the Government on the 
side of the unions, employers in major industries were forced to 
accept substantial wage concessions. This year, with only a mild 
blessing from President Truman on the justice of wage conces- 
sions “in some cases,” organised labour is facing the same 
stubborn resistance from employers in an atmosphere which does 
not promise similar successes. Most of the unions concerned in 
wage negotiations over the next few months have been content to 
lodge new claims without making specific demands, although the 
general attitude of organised labour has been strengthened by the 
recent declaration of the Congress of Industrial Organisations, 
that wage rates could be raised by 25 per cent, without price 
adjustments. 

The CIO delegates have made no public retraction of this 
claim. But over the last few weeks there does seem to have been 
a growing realisation that CIO claims, based upon 1946 price 
levels, were not too soundly based, and that the 1936-39 yardstick 
for corporate profits—based on an average return of less than 
3 per cent on the “net worth” of all corporations—is a standard 
which would not support business activities at the high level now 
needed to sustain full emp!oyment. There seems to be a growing 
impression that CIO leaders would now be willing to settle out- 
standing claims on a much more moderate basis. 

If this be true, the problem for CIO leaders is now to convince 
the rank and file that 1947 is no year in which to press full claims 
regardless of consequences, for the one certain factor in the wage 
equation is the general unwillingness of industry to concede wage 
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advances of 20 to 2§ per cent. The Ford price decision. will 
strengthen that attitude, while recent evidence of a decline in 
foods and other consumer goods prices may assist union leaders 
io “sell” a peaceful settlement. 


* * * 


Margins on Wall Street 


After more than a year of strictly cash dealings, Wall Street 
has this week expressed qualified satisfaction with the Federal 
Reserve Board’s decision to reduce margin requirements to 75 pet 
cent of purchase prices. The new terms will be effective from 
Febcuary Ist. 

This relaxation of margin requirements was by no means an 
unexpected move. Throughout the latter half of 1946, when 
security values were slumping, there was a general demand for 
revision, and Mr Marriner Eccles, the chairman of the Reserve 
Board, declared many weeks ago that action would be taken so 
soon as it became clear that the country had passed through the 
dangerous phase of post-war inflationary pressures. A few weeks 
ago, credit facilities were restored for stockholders enjoying sub- 
scription “rights” to new isues, and there was a simultaneous— 
though modest—relaxation of terms for consumer (hire purchase) 
credits. The significance of the new move is that Mr Eccles, 
who has taken a very cautious view of probable price movements, 
now believes that the productive capacity of industry will from 
this point be sufficient to prevent any runaway price movement. 

Mr Emil Schram, as president of the New York Stock Ex- 
change, believes that a further reduction in margin requirements 
is now justified. Certainly, there seems to be httle danger of.any 
undue speculative movement on Wall Street for some way ahead. 
The investment community is at present far more concerned 
with the probability of a setback in industrial activity some time 
this yeac, than with the relatively good profit records of the third 
quarter of 1946—profits which will be sustained and enlarged so 
long as activity continues at about current levels. An early 
settlement of outstanding labour claims could bring a substantial 
rally, but altogether the odds would seem to be against any early 
movement that would carry the Dow-Jones Industrial average 
(now 174) beyond the 1946 peak of 212.50. 


Governor for Georgia 


The struggle for succession to the Governorship of the State 
of Georgia has this week brought scenes of violence and civil dis- 
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turbance fully reminiscent of those earlier days when physical 
possession of office, and the presence of an adequate guard of 
State troopers, tended to outweigh rival claims based upon a strict 
interpretation of constitutional Jaw. 

In Georgia, the death of Governor-elect Gene Talmadge last 
month brought a legal problem which was generally expected to 
arouse a storm of controversy. In drafting the State constitution, 
lawyers had expressly denied the right of re-election (in this case 
to Governor Ellis Arnall) and made due provision for the exercise 
of executive power following upon the death of a Governor ; but 
they gave no clear directions about the course of action to be taken 
when—as in this case—death intervened between the declaration 
of victory, and the formal aéceptance of office. 

From this distance, it seems quite clear that any sensible inter- 
pretation of the constitution could have brought a rapid solution, 
either by the appointment of a junior officer to hold office pending 
a new election or by continuance in office of the former Governor, 
or, as Mr Arnall claims, by the succession of the newly-elected 
Lieutenant-Governor. The constitution does in fact provide tha: 
any Governor shall “ serve until his successor shall be chosen and 
qualified.” 

The Talmadge forces, however, who controlled the legislature, 
moved that body to “elect” Mr Herman Talmadge, son of the 
dead Governor-elect. And when Governor Arnall refused to 
recognise this title they proceeded to reinforce their claims by a 
direct assault upon the State Capitol, and the forcible ejection of 
officers to the accompaniment of the usual scenes of mob dis- 
order. For a few days, the rival Governors both issued thei: 
commands from the State Capitol, until Mr Arnall resigned his 
side of the contest into the hands of the Lieutenant-Governor. 

Meanwhile Mr Talmadge awaits a Court ruling on the legality 
of a vote by which the State legislature “ approved ” his claims :o 
office. Rival claims for governorship are by no means a novel 
feature of American political life. Since the days of Lincoln 
more than ten States have suffered disturbances, amounting in 
Kentucky and Arkansas to conditions of civil war, in which 
Federal troops were called upon to maintain order. But that was 
many years ago, and the present struggle in Georgia is more than 
a parochial struggle between rival groups for political power. 
Governor Arnall has proved himself to be a capable, progressive 
administrator, and men of that calibre are desperately needed if 
the Old South is to break with the bigotry and ignorance of the 
past and regain its due share of national prosperity. 


THE WORLD OVERSEAS 





The Polish Elections 


(By a Correspondent) 


HE Polish election eeturns show the expected overwhelming 

majority of the Government bloc. As in the Rumanian 
and Bulgarian elections of last autumn, there is ample reason to 
doubt the genuineness of these results. It is true that foreign 
journalists have reported that the proceedings were orderly, but 
this does not mean much. Many candidates of Mr Mikolajczyk’s 
party were “ disqualified,” and Opposition observers had little or 
no opportunity of seeing what was done with ballot boxes after 
the votes were cast. In some places voters have been encouraged 
10 march together to the polls to vote openly for the government. 
Few believed that secrecy was ensured even when in fact it was, 
and so feared to incur reprisals by voting against the government. 
Detailed evidence, for and against, will doubtless accumulate in 
the next weeks. But the essential fact is that nobody in or out- 
side Poland, friend or foe of the government, believes (whatever 
he may say in public) that the results reflect opinion. The Polish 
Government is doubtless genuinely supported by a section of 
the Polish people, but we ate no better able now than before 
the election to say how big this section is. 

The British Government and the British public are sincerely 
indignant. British recognition of the present Polish Govern- 
ment was given at Yalta on the express condition that “free and 
unfettered elections” would be held. To secure this pledge was 
consideced by most British people a moral obligation to a brave 
and Joyal ally. The pledge was given, and has now been broken. 

And yet the most cursory survey of the political and economic 


forces in Poland must cause grave doubts as to whether the 
pledge could ever have been honoured. There was no “ western 
democracy ” in Poland in 1939, and everything that has happened 
since has made its establishment more difficult. War ravaged 
Poland. Warsaw was destroyed, and other towns and villages 
suffered heavily. Robbery by retreating Germans and requisitions 
by advancing Russians made things worse. Communications 
were disrupted both in Poland and in neighbouring countries 
with which the Poles used to trade. Even where industrial 
plant was not irreparably damaged (for instance Lodz and Silesia‘ 
the loss of old markets and raw material supplies created almost 
insuperable problems. Finally, the huge transfers of populatio:, 
caused by the loss of western Ukraine and White Russia and the 
annexation of eastern Germany, imposed an unbearable strain on 
a weak economy. In these ciccumstances the country needed 
above all a thorough reconstruction plan in order to ensure the 
most rational use of the slender national resources. An impartial 
observer might reasonably argue that party politics in such 3 
situation were a dangerous luxury and that a coalition of ai] 
patriotic forces for an agreed task of economic recovery and 
social reform was the first necessity. 

Unfertunately political passions in Poland are such that this 
is no more than an armchair-critic’s formula. “ Moderaie 
pairiots ” doubtless exist in Poland, but they have no opportunity 
of affecting policy. The country is torn by the blood feud of 
the extremists of Left and Right. 
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The present Government are the heics of the “Lublin Com- 
mittee ” set up by the Russians in 1944. It is dominated by the 
Communist Party. The Pclish Communists, like their comrades 
in other East Eurcpean ccuntries, sincerely believe that social 
transformation and economic progress can only be achieved if 
they, the “revolutionary vanguard,” capture the State. The 
Government coalition must be controlled by them, and the other 
parties must be willing or unwilling prisoners within it. At 
present the only other important government ‘party are the 
Socialists. There have been various reports of friction behind 
the scenes between Socialists and Communists, but co-operation 
continues and at least outwardly appears cordial. The Socialist 
Right Wing, led by Zulawski, has broken off, but there is no clear 
evidence that the majority of the party prefer this Right Wing 
to the official leaders. The Democratic and the Peasant parties 
(the latter should not be confused with Mikolajczyk’s “ Polish 
Peasant Party”): are spkinter groups, similar to the “ National 
Popular Party” and the “Ploughmen’s Front” in Rumania. 
They have the same purpose of catching bourgeois -and peasant 
votes, and have been about equally unsuccessful. 


The Mechanism of Communist Control 


Even more thcrough than the Communists’ domination of the 
government is their control of the “commanding heights” of 
the political and economic administration. The heads of the civil 
service and directors of key nationalised factories are either Com- 
munists or men on whose loyalty the Communists have solid 
reasons to rely. The State Security Police, directed by Mr 
Radkiewicz, is for the greater part in Communist hands. The 
Army’s loyalty is assured by the appointment of officers trained 
in Russia and by the institution of political commissars. All this 
shows that the Polish Communists, though by no means com- 
mitted to copy in detail the Russia of the Bolshevik Revolution, 
intend at all costs to prevent the levers of power from falling 
into hands which could be turned against them. The Polish 
State which they intend to build is a revolutionary dictatorship. 

The Opposition is as bitter and ruthless as the Communists. 
One type of opposition is social. The old ruling class of bureau- 
crats, landowners and business men hope one day to undo the 
administrative purge, the land reform and the nationalisation 
laws. Though a small minority, they are intelligent and re- 
sourceful. A second type is religious. The Government claims 
to guarantee religious freedom, and President Bierut recently 
appealed for the co-operation of the Catholic Church. But though 
the Church’s lands and other property have not been touched, 
and religious services and education continue as before, most 
Catholics undoubtedly fear for the future. And on the ideological 
plane the conflict between Church and Communism is as fierce 
in Poland as anywhere. 

But probably the most general ground for opposition for the 
average Pole is the national issue. Traditional mistrust of Russia 
was increased by the loss of the eastern provinces and by the 
unhappy experiences of contact between the Red Army and the 
civil population. Nationalist propaganda attributes all present 
hardships (including those caused by German rule and dy 
military operations) to the Russians, and denounces the Govern- 
ment as a traitor gang employed by Moscow. These three types 
of opinion cut across the existing opposition organisations, which 
are of two kinds. These are on the one hand, Mikolajczyk’s Polish 
Peasant Party and, on the other, the underground Right Wing 
terrorist “Freedom and Independence” and “TJational Armed 
Forces.” 

Mikolajczyk is a democrat, and so no doubt are most members 
of his party, who accept social reform and friendship with the 
Soviet Union, but also desire political freedom and greater national 
independence. But it is also certain that the party is supported 
by the Extreme Right, who hold very different views. These are 
the men who always opposed social reform, mistrusted political 
democracy, and implacably hated Russia. Many of them thought 
the 1921 frontier inadequate, and hoped that victory in the second 
World War would extend Poland at least to the Dnieper? The 
collapse of 1939 might have been expected to discredit this old 
ruling class of landowners, bureaucrats, and Pilsudskist army 
officers and business men. This was indeed the first effect, but 
it was not lasting. Inside Poland the military leaders of the 
resistance movement came largely from these circles, and in the 
Emigration men of the same type retained almost complete control. 
The Ministers in the Governments-in-exile were democratic 
politicians, but the Ministry officials, diplomats and officers were 
men of the old regime, if not Pilsudskists then “ National Demo- 
crats””—personal opponents of Pilsudski but no less devoted to 
the old social regime and no less chauvinist and dictatorial in 
outlook. These officials and officers controlled policy in the 
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Emigration. Above all, they controlled communications with the 
resistance movement, and used their position to strengthen within 
it the elements loyal to the old regime. Mikolajczyk as Premier 
was aware of this situation. He doubtless deplored it, but he did 
nothing to stop it. Nor, it must be added, did the British 
Government. 

Mikolajczyk’s tenderness to the Right won him the mistrust 
of Moscow and of the Polish Communists long before he returned 
to Poland. The interest constantly shown in his career by the 
British Government also did him no good. The Communists, 
always eager to imagine sinister British machinations against the 
Soviet Union, regarded Mikolajczyk as the chief instrument of 
such plans. Ever since his return he has been treated as an 
enemy by those who should in theory have welcomed him as a 
cabinet colleague. At the: same time he has been courted by 
the Right Wing underground. There is no solid evidence to con- 
nect him with the terrorists, but it would hardly be surprising if, 
as the violence of government attacks on him increased, his dislike 
of the Right should have diminished. Inevitably Mikolajczyk’s 
party to-day is less a peasant movement with a positive social 
programme than a nationalist movement inspired by hatred of 
Communism and of Russia. And inevitably, as historical ex- 
perience shows, in such a movement the effective leadership must 
pass to men of the Extreme Right. 

The practical choice in Poland to-day lies between a revolution- 
ary dictatorship of Communists and a counter-revolution by the 
nationalist and near-Fascist Right. Neither alternative is likely 
in the foreseeable future to lead to “ western democracy.” 

The choice before the British Government is thus unpalatable, 
but it cannot be long postponed. If British interests require 
regular diplomatic and commercial relations with Poland, the 
British must do business with the present regime. This means 
that they will abandon their old: friends, the former rulers of 
Poland (and their followers in Poland and outside) just as Britain 
abandoned its old friends, the former rulers of Russia, when it 
established relations with the Soviet Union in the twenties. Many 
brave men will feel betrayed, as in Russia twenty years ago. The 
alternative is to decide that the moral principle outweighs all 
else, and to break relations with the present regime. This means 
the sacrifice of all British interests in Poland, and the further 
deterioration of Anglo-Soviet relations. 

British policy hitherto has made the worst of both worlds. The 
Polish Communists believe that Britain, through its Embassy in 
Warsaw, is organising subversive action against them, and intends 
to use Poland as a base against the Soviet Union. They seem 
convinced that the “Anders Army” is being busily trained for 
the next war, and that the “ Treasury Committee ” is a mere cover 
for every sort of sinister political activity. On the other hand, 
the Opposition believe that the Yalta pledge was never meant 
seriously by any of the Powers, that it was a consciously dishonest 
alibi of the British Government, intended to trick the British public 
into surrender to Russia. To-day it is difficult to say which 
group hates and despises the British Government more—the 
Polish Right Wing which feels betrayed or the Polish Left Wing 
which feels menaced. 

If the Yalta pledge was sincerely given and was not simply a 
cover for a diplomatic sell-out of the Poles, then the British 
Government would be consistent in returning to-day to a policy 
of non-recognition. But little in the diplomatic history of that 
time suggests that the Yalta negotiations were perfectly sincere. 
The agreement, dishonestly made, has now returned to roost in 
the shape of a difficult and uncomfortable diplomatic dilemma. 
The British Government have only themselves to blame if, using 
the ideal of free elections as a “face-saver” in 1945, they need 
to look for yet another in 1947. 


The Republic at Last 


[FROM OUR PARIS CORRESPONDENT] 


Tue Congress of Versailles, nearly nine hundred strong, elected 
M. Vincent Auriol as first President of the Fourth Republic on 
January 16th, and achieved, in the midst of massive ceremony and 
the singing of the Marseillaise, a moment of rare emotional unity. 
He was not everyone’s candidate—far from it ; but he is a man of 
long-tried and moderate views. For a people in love with logical 
forms, too, his election had more than a personal or political 
significance. It marked the completion of a constitutional system.’ 
In the tortuous construction of the Fourth Republic, the keystone 
at last was safely laid. 

No doubt the rapidity of the election—an absolute majority after 
the first round of voting rather than after the third or fourth— 
explained some of the general satisfaction. There was the illusion 
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that party quarrels had been set aside for long enough to give the. 


new Republic its first protector. More lasting, perhaps, was the 
relief springing from the knowledge that there now éxisted a 
constitutional framework—imperfect ‘perhaps, but sufficiently 
effective—within which the political. battle of the coming years 
might be fought. 

It was appropriate that the new Republic should have been 
ushered into existence under the auspices of a Government which 


has tried to steer a middle course between the Communists and the’ 


right-wing parties. It cannot-be said that the French Socialists 
have succeeded as a government any better than as a party in 
steering between capitalism and socialism. True, M. Blum’s policy 
of reducing prices by decree in the hope of bringing hoarded stocks 
of food and manufactured goods to market is only half applied, and 
a full judgment should wait upon events. Yet there are reasons 
for thinking that the next decreed reduction, due for March Ist, 
will be swallowed up as quickly and entirely by the continued 
upward adjustment of prices as was that of January 9th. 


M. Blum’s London Talks 


Something of the same air of unreality attaches to M. Blum’s 
discussions in London. A progressive integration of the two 
economies may. be desirable—most Frenchmen think that it is— 
but only under conditions of “ sovereign equality ” ; and this phrase. 
in France means the immediate and generous delivery of coal and 
machine tools. Without large supplies of coal and machinery 
French industry cannot hope to raise present levels of production 
very much. And they are approximately those of 1938, a bad year. 
But without greatly increased production, both for home and for 
export, France cannot meet the obligations imposed by agreements 
such as those of Bretton Woods on a nation. with world-wide trade. 
France, in other words, Would remain commercially a second- or 
third-rate power. Integration of the two economies would there- 
fore be on British terms ; and what went for commerce would 
soon go for politics and diplomacy as well. Even if the French 
Socialists would accept this, seeing in it perhaps their last hope 
of survival, the Communists and the MRP, though for different 
reasons, would not. 

If M. Blum’s attempt to patch up the present economic system 
fails—anrd it would be rash at least to say that it will not—then 
his successors must make an economic choice which can scarcely 
avoid far-reaching political repercussions. In the end only two 
solutions seem feasible: either to return to the laws of supply and 
demand by removing all controls on those sectors of the market 
where no real shortage exists, or to intensify the present controls 
until they become effective. Such drastic treatment would inevit- 
ably mean a few months of unpopularity for any government which 
undertook it. And this period of unpopularity is precisely what 
no government of late has felt able to risk. 

The political dilemma became acute as soon as M. Blum had 
handed in his resignation to the new President on the evening 
after the election. M. Blum might have been willing to remain 
the leader of an all-Socialist Cabinet, but he was unwilling, in 
advanced age and enfeebled health, to submit himself to the addi- 
tional strains of a coalition. An all-Socialist government was 
favoured by many Socialists and MRP deputies, and it would have 
pleased the Right, anxious above all to keep the Communists out 
of office. Precisely for that’ reason, the Communists would have 
none of it: and their co-operation in economic revival is essential: 

The deadlock of December, when M. Blum. himself had failed 
to form a coalition Cabinet, reappeared again ; and this time it 
was a little-known Socialist leader, M, Paul Ramadier, who was 
asked to try his hand. To expect courageous and unpopular 
decisions from the coalition formed seems like crying for the 
moon he has. Yet only such decisions can save the day. Presi- 
dent Auriol has difficult times ahead of him. 


Union for Trade 


[BY A CORRESPONDENT] 


THE new combined customs tariff for the Netherlands, Belgium 
and Luxemburg should come into force on November 1st. The 
mixed commission responsible for it should have finished its 
work last year, but to the inevitable technical difficulties was added 
the absence of economic and administrative experts attending the 
preliminary committee of the Internationel Trade Conference in 
London. Their time there was not wasted, and the readiness of 
the three Governments and their experts to work together was 
made plain before an international audience. The same cannot 
so far be said of public opinion in the three countries ; private 
initiative, the business world and the press have done less than 
was hoped to stimulate public interest. The amosphere in which 
people discuss co-operation between the three countries—political 
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as well as economic—is still too deftig, by which the Dutch mean 
“solemn” and “ stiff.” Most of the running is made by the 
experts at the high level. : 
' In their various commissions the experts have made consider- 
able progress and the main problems to be overcome are already 
clear. The problems fall into three sections, and the Govern- 
ments propose to deal with them in three successive stages. No 
official time-table has been fixed for these stages, but it is generally 
assumed that they will fall in March-April, 1947; November, 1947, 
and the first weeks of 1948. 

The first stage will see the coming into force of the common 
customs tariff: that will put an end to the collection of duties at 
the common frontiers. The main lines of this tariff have been 
drafted in record time and represent a rise in Dutch and a 
reduction in Belgian duties. It will be on this basis that the 
Governments will negotiate at the second meeting of the prepara- 
tory committee of the International Trade Conference in Geneva, 
due to open on April 8th. The Benelux Union will there be 
represented by a joint delegation. This delegation will in fact 
be negotiating on behalf of a commercial Power third only to 
the United States and Britain. Althoygh it represents a com- 
promise, this new tariff is homogeneous, drawn up on lines recom- 
mended by the League of Nations in 1937 and covering only ad 
valorem duties. It will levy standard duties on the movement of 
all goods across frontiers not common to Benelux. But there will 
remain a considerable difference between the charges on produc- 
tion and on the movement of goods due to differences between the 
excise charges and transit charges in the three countries. 

Standardisation and unification of these charges will mark the 
second stage in the working out of the customs union ; the change 
is necessary in order that these charges should have in each 
country a similar economic effect. 

Standardisation of excise charges will present no major diffi- 
culties, either in principle or in practice. The traditional—and for 
revenue purposes the most important—charges exist in all three 
countries: on beer, spirits, tobacco and sugar. In Holland there 
is also an excise charge on salt, which does not exist in Belgium, 
while in Belgium and Luxemburg excise revenue is raised from 
vinegar, matches and margarine. The abolition of these is 
expected. 

The problem of equalising transit charges is more complicated, 
and its solution may raise more than technical difficulties in the 
quarters directly affected by the proposed changes. In Belgium, 
for example, the tax is fairly simple; it consists generally of a 
charge of 43 per cent on each movement of goods, save for sales 
to the consumer. In Holland, on the other hand, there is a differ- 
ential svstem of rates varying from a } to 2 and 4 per cent. Here 
there will have to be a compromise. 


Complete Union 


At the present stage of economic development a customs union 
does not automatically ensure a common economy. In addition to 
the obstacles presented by customs frontiers, there are quantita- 
tive quotas for goods and currencies to be dealt with. It will tbe 
task of the third stage to remove such obstacles and to pave the 
way towards complete economic union, such as exists already 
between Belgium and Luxemburg. This final phase—which must 
include a new agreement, foreseen in the convention signed 
between the three Governments in London in September, 1944— 
will bring about the integration of the two economies, thus making 
necessary the adaptation of internal equilibria and certain structural 
modifications. 

Work to this end has already begun. Five mixed administrative 
commissions are at work: on industrial development ; agriculture 
and fisheries ; distribution and priorities ; prices, wages and cur- 
rency ; transport and harbours. A sixth is on the point of begin- 
ning work on colonial questions. So far attention has been con- 
centrated on administrative planning, but it is intended to bring 
in representatives of professional organisations so that no special 
interest, no aspect of the problems shall be overlooked. 

Apart from the future of the ports of Rotterdam and Antwerp, 
whose prospects depend largely on those of their German hinter- 
land, two problems stand out: the problem of agriculture and the 
problem of price and wage levels. The agricultural systems of 
Belgium and Holland are not complementary in the way that 
many parts of their industrial systems are. They have certain 
features in common, but there are also contrasts which will cause 
conflicts of interest unless solutions are found beforehand. On the 
one hand Belgium and Holland have almost the same area of 
arable land and both have a net import surplus of primary agri- 
cultural products; on the other hand, the area of pasture in 
Holland is considerably greater than in Belgium. As for farm 
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peobictsy Belgium is roughly ‘self-sufficient _ in cheese, whereas 


olland is an exporter: in a normal period, fifty per cent of the 
volume of her butter and. cheese production is exported, often 
at prices below those of the home market. The method of quotas 
by. which Belgium defended herself before the war against what 
was called Dutch dumping, will be, of course, out.of question in 
the customs union, and special agreements will have to be reached. 
The question is important. because it affects almost the whole 
Flemish area, which is essentially agricultural and has a chronic sur- 
plus of man-power, which makes it very liable to unemployment. 

As for the problems of price and wage levels, these are impor- 
tant to the whole of both economies. It is generally agreed that 
the greatest possible equality between these levels is indispensable 
to the proper working of the Union. It is probable that no 
such equilibrium exists at present. Available figures show 
that the level of wholesale prices, compared with that of the 
years before the war, is very much the same in Belgium and 


Holland ; retail prices, on the other hand, are much lower in~ 


Holland, notably because the activity of the middleman is better 
organised. 

A preliminary study shows that wages in Belgium have shown 
a tendency which compares unfavourably with that in Holland. 
It is generally held that in Belgium the wage index—compared 
with pre-war—is Near the coefficient 300, whereas wages in Holland 
stand at only 166 for indystry and 241 for agriculture, but if 
such differences persist, equalisation and—in consequence— 
economic union will be achieved only gradually, and must begin 
in sectors where equilibrium exists already. 

The relative scale and importance of the foreign trade of the 
members of the Union since the war has to be judged from 
statistics which can only provide, a comparison since last June. 
Since that date the trade of the Union—excluding trade between 
the members—is shown in millions of Belgian francs in the next 
column. 

The figures show very clearly the marked progress of the 
Belgian-Luxemburg Union in its export trade. But both parties 
have an unfavourable balance of trade. 

As for trade between Holland and the Union, the figures show 
a considerable import surplus for Belgium. In 1945 this amounted 
to 1,635,000,000 Belgian francs and for the first ten months of 
1946 tO 1,275,000,000 Belgian francs. 
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' The question is eyerywhere being asked whether the Union 
of the three countries will. succeed. Numerous requests for in- 
formation from economists and business men are already reaching 
the secretariat of the Union. It can be said that the political and 
psychological conditions have never been more favourable. As 
for the economic conditions, the international climate is propitious, 
although allowance must be made for the different effects of war 
and occupation on the three countries. Those who have pointed 
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out the political, economic and administrative difficulties insepar- 
able from the organisation of customs unions have emphasised that 
they are only possible when there is a movement towards freer 
trade. This tendency towards freer trade can be seen at the 
moment,. though perhaps in unfamiliar and artificial forms, and 
showed itself in the hopes raised by the partial success of the 
recent London conference on trade and employment. Success in 
forming the Union might well stimulate similar attempts by other 


groups of countries or the extension w:thin Europe of the Benelux 
Union. 





mansions of imposing exteriors . . . furnish- 

ings and decorations, priccless heirlooms of 
the craftsmen of the past—these are the historic 
values rich in culture and art which are the 
background of the Yorkshire of to-day with its 
thousands of craftsmen skilled in so many trades. 
This tradition is to be seen throughout Yorkshire, 
among its people, in its cities and towns, in its 
industries, and is the solid foundation upon which’ 
“ The Yorkshire Post ” is established. 
Owned, edited and published in: Yorkshire it is 
indeed part of Yorkshire life, yet with that breadth 
of outlook which causes its viewpoints to be 
studied and quoted throughout the world. 


Che Porkshire Post 


(_aesions QLD ABBEYS, churches, castles, 


The Newspaper of the North 









A ee FROM SWITZERLAND 


me - never missed a mail” 





The widespread usefulness of the service offered 
by W. H. Smith & Son is epitomized by this 
bouquet which comes from a customer in Switzer- 
land: “You have been sending me papers to 
Western Australia, Dublin and Switzerland, and 
you never missed a mail... I am very grateful.” 


W. H. SMITH & SON 


NEWSAGENTS BOOKSELLERS STATIONERS PRINTERS 
BOOKBINDERS ADVERTISING AGENTS LENDING LIBRARY 


1800 BOOKSHOPS AND STATION BOOKSTALLS 
Head Office: W.H. Smith & Son, Ltd., Strand House, Portugal St., London, W.C.2 
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tHrr 


ffrr is Decca’s exclusive system of making records. The letters 


firrstand forfull frequency range recording 
which reproduces the full range of musical frequencies audible 


tothehumanear. Ofnootherrecordingsystemcanthisbesaid! 


The London Philharmonic Orchestra 





Brahms Symphony No. 3 in F major op. 90 
Conductor : Edouard van Beinum K1448-52 


“....T need hardly remind you, Automatic couplings AK1448-52 
: ‘ a Carnaval Romain op. 9 (Berlioz) 
Gentlemen, that in times of scarcity Conductor : Victor de Sabata K1552 


the best is always hardest to obtain.” 


Not least among the reasons for the present W @ he Cc an 
shortage of WHITE HORSE WHISKY is the 
fact that its quality was never finer than now. 


MAXIMUM PRICES :—Bot. 25/9, }-Bot. 13/6 as fixed by the Scotch Whisky Association. THE DECCA RECORD COMPANY LIMITED, LONDON 


When letters can’t be 


found because the filing’s 


gone to pieces— 


call in: 


and do the 





“ There's no sweeter tobacco comes from 
Virginia and no better brand than the 
‘Three Castles’ " 


W. M. Thackeray—" 7 ii - : job pr operly 
WILLS’S | 


SYSTEMS 


CIGARETTES i | Pt eee 
| 20 for 218 





RONEO LTD. Romford, Essex. 
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THE BUSINESS WORLD 





The Banks in 1947 


HE bank chairmen in their annual pronouncements last 

year, amid the uncertainties of the Government’s partially 
disclosed financial programme, were somewhat tongue-tied. 
This year they are in full voice. Their statements have 
regained some of that virility which in former times made 
them among the most important public judgments upon 
economic policy. Their dicta upon exports and the balance 
_of payments, upon coal and man-power, upon wages and the 
need for effort, have indeed been echoed in this week’s White 
Paper. 

But, with one exception, the bankers have said little about 
the important changes. which are taking place beneath the 
surface in their own business. A frank retrospect of 1946 
would admit that Mr Dalton has upset many of their earlier 
calculations about reconversion. Since Government borrowing 
from the banks had for six years been the whole cause of 
the big expansion in bank deposits, many bankers found 
it natural, twelve months ago, to assume that contraction of 
Government expenditure would check this growth, and perhaps 
cause an actual shrinkage. Even after due allowance for re- 
conversion finance there seemed no reason to expect any large 
further increase. In view of transitional frictions, cessation 
of industrial overtime, and withdrawal of women workers, civil 
demands for capital could scarcely expand as fast as Govern- 
ment expenditure declined. Moreover, part of the reconversion 
outlays would at the outset be met, not by borrowing, but 
simply from industry’s large cash balances and from the stream 
of Government payments for war damage, EPT refunds, and 
the like. 

In fact, bank deposits. in 1946 rose faster than ever before. 
The final figures can now be estimated with a high degree 
of accuracy. They indicate that clearing bank deposits on 
December 31 totalled about £5,680 million, compared with 
£4,850 million at end-1945. This increase of £830 million 
contrasts with £305 million in 1945 and £529 million in 1941, 
the year of heaviest wartime credit creation. Yet the fall in 
Government expenditure, and especially in the Budget deficit, 
last-year reached the best expectations. The “ ordinary ” deficit 
for the calendar year totalled £686 million, in contrast with 
£2,467 million in 1945. On the other side of the account, few 
people would say that the rate of expansion of civil industry, 
of housing and re-equipment has bettered expectations. 


There is, unfortunately, no means of measuring the extent 


to which the year’s new money was created for reconversion 
purposes, as distinct from those of the Government. 
advances, of course, are money creations for these purposes; 
and they rose by £160 million—more substantially than many 
bankers were predicting around VE-day, though less so than 
was expected after the peace-time applications began to stream 
in. But industry has also been financing itself, to an unknown 
extent, by selling part of its accumulation of gilt-edged invest- 
ments. This finance, too, has in effect been provided by the 
banks, since they have increased their own investment port- 
folios. But, in view of the extent to which supply shortages 


have prevented direct borrowers from the banks from taking 


up more than a moderate part of the credit facilities which 


have been sanctioned, it seems reasonable to guess that the 
industrial sales of securities—strictly for the purpose of re- 


conversion finance, as distinct from merely adding to liquid 
cash—cannot yet have reached very large proportions. 


Bank 


It can certainly be said that the total of industry’s new 
demands on the banks could not have exceeded the decline in 
the Government’s net requirements so greatly that it accounted 
for the year’s huge creation of money. The Government’s re- 
quirements from the banks, of course, are not measured simply 
by the Exchequer deficit. The banks are residual lenders and 
finance the Government only to the extent to which it cannot 
meet its needs by borrowing from the public. Hence, a consider- 
able part of the increased credit creation reflects the decline in 
the public’s purchases of savings securities. But this decline, 
like the industrial sales of securities—to the extent to which 
they have exceeded industry’s immediate need for finance— 
is only part of the dominant factor which has been working 
upon the banking system. This main factor, as the bankers’ 
speeches plainly recognise, is the Chancellor’s cheaper money 
policy. 

It has been demonstrated in The Economist repeatedly (and 
in some detail again last week) how Mr Dalton’s efforts to 
force down gilt-edged yields have necessitated large-scale inter- 
vention in the market. The Government can fimance these 


LonDON CLEARING BANKS 


(£ Million) 
Aug., 1939 | Dec., 1944 | Dec., 1945 | Dec., 1946* 
ia cauwondeseie 2,245 4,545 4,850 5,680 
Acceptances, etc. ....... 132 105 119 195 
RAMs xd evestesacceoeses 233 500 536 500 
10-4% 11-0% 11°1% 8-8% 
Money Market Assets ... 427 345 621 7,038 
Call Money ........ 147 198 252 428 
J |e eee ee 279 147 369 610 
MEN Go dnitees-ccwese'e Nil 1,667 1,523 1,559 
Investments and Advances 1,584 7,918 2,049 2,400 
Investments ....... 599 1,165 1,234 1,425 
Advances.......... 985 753 815 975 


* Partly estimated. 


operations only by turning nominal floating debt (that is, debt 
held by public departments) into active debt by selling the 
paper to the banking system for new money. Estimates of 
such activities for any given period are necessarily subject to 
considerable error, though the general direction and broad 
magnitudes can be established. But since some people find 
these calculations too technical to be, to them, demonstrably 
sound, it should be emphasised that there is no need to rely 
upon them to demonstrate the connection between cheaper 
money and the phenomenal growth of credit. Although, with 
the appetite for goods at its present level, it is hardly likely 
that higher interest rates would have added materially to the 
volume of genuine saving, it is surely axiomatic that they 
would have made the public much more ready to hold its 
savings in less liquid form—in other words, to lend more to 
the Government, to abstain from turning securities into cash, 
and to buy the securities sold for the finance of reconversion. 
It is the public’s demand for liquidity, rather than its reluctance 
to save whenever opportunities for spending present them- 
selves, which has produced the rise in deposits. And it is 
significant that a substantial part of the new money is piling up 
on “ personal” accounts. 
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. These tendencies have been accentuated in the ‘past few 
months. . The dominant consideration for the banks in 1947 
is ‘whether they will grow stronger still, and that depends 


upon Mr Dalton. On a short view, the banks have little reason: 


to complain, for the increase in their resources explains why, 
as The Economist pointed out last week, their earnings experi- 
ence in 1946 was substantially more favourable than had been 
expected. But almost every one of thé chairmen’s statements 
so far published has deplored the plethora of money, in the 
national interest as well as the banks’. 

After meeting demands for advances, the banks have no 
alternative but to employ their additional resources in Govern- 
ment paper. Of the £830 million of new deposits created in 
1946, some {£640 million was thus invested, directly or in- 
directly. The extreme distortion of the normal banking 
structure by wartime influences, instead of being corrected, 
is therefore being perpetuated and in some respects accentuated. 
The proportion of deposits employed in advances, which used 
to be over 50 per cent and before the war was about 45 per 
cent, is now no more than 17 per cent—an even lower ratio 
than at end-1943, when total advances touched their‘ nadir at 
£250 million below the present level. 


* 


The recovery in advances will continue in 1947, and may 
conceivably exceed the expansion achieved last year. In the 
past twelve months, industry has been repaying war-time 
borrowings from the banks, as war contracts have been wound 
up, and it has also received substantial sums in various com- 
pensation payments in addition to the £167 million from net 
EPT refunds. In the current year this stream of receipts 
will dwindle, so that industry will have to finance itself by other 
means. Moreover, new advances will not be significantly offset 
by repayments of wartime loans. But the volume of new bor- 
rowing demands, as one after another of the bank chairmen has 
emphasised, will depend upon the extent to which reconversion 
is hampered by shortages of labour and materials, as well as 
upon the size—which can hardly be estimated—of industry’s 
remaining liquid resources. The potential demand for advances 
is obviously substantial, and one bank chairman, Sir Noton 
Barclay, went so far as to say that the long-run prospect was 
goed. But the District’s business is probably not typical of the 
Big Five, and none of the larger banks has ventured upon really 
optimistic prophecy. Current political trends, notably 
nationalisation and centralised buying, will eventually make the 
State the financier in spheres which formerly were financed by 
the banks. It is true, as Lord Linlithgow of the Midland pointed 
out, that new ventures may be developed, but such activities as 


Electronics 


URING the war years and since, the public imagination has 
been frequently stirred by scientific discoveries which 

are thought to promise a new industrial revolution. They have 
crowded each other out of the headlines at such speed that 
anything pre-atomic might almost be antediluvian in the 
popular view. So it is with electronics, which in a brief space 
has attracted much public attention, and generated a great 
deal of popular nonsense. The headlines have produced an 
“electronic brain,” which as a name has the single merit of 
being a shorter way of writing “ Electronic Numeral Integrator 
and Computor.” To most people, “ electronics” means radar ; 
it has something vaguely to do with back-room “ boffins ” and 
“Gee” and “Obce.” It is regarded as a new and esoteric 
study, the latest child of the technicians, which was discovered 
overnight and is capable of transforming the face of British 
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the: Midland’s “ special advances’” scheme—uinder’ which {21 
million has been lent to about 1,500 small enterprises “ primarily 
on the character and capacity of the borrower ”—hardly’ offer 
scope for any really large business, unless the banks: were to 
venture much more deeply into the provision of fixed ‘capital: 

But a very large-expansion indeed would: be needed to make 
much impression upon. the advances—deposits ratio. There is 
no reasonable ground for believing that the function of direct 
lending to industry can again become the banks’ primary 
function and the principal source of their earnings. It is. to 
services, especially services ‘arising from international trade, 
that the banks must look for elasticity in their earnings struc- 
ture. Here the prospect is more heartening than seemed pos- 
sible a year ago. Several of the banks have drawn attention to 
the large increase that has occurred in confirmed credits, 
acceptances and bill collections ; the Midland’s credits and 
acceptances are now “ several times” what they were in 1938. 
Especially reassuring is the important and growing part of this 
business which is financing trade that does. not touch British 
shores—trade in wheat, fish, meat, jute, rubber, phosphates and 
wool. These tendencies, as Lord Linlithgow points out, are 
welcome evidence of “an unimpaired degree of confidence, on 
the part of traders abroad, in sterling and in the technical ser- 
vices available in London as a financial centre.” But unless 
progress towards economic internationalism proceeds much 
faster and further than at present seems probable, the scope for 
extension of such banking services must be limited. 

Unless and until income from commissions reaches much 
higher levels, the banks will be impelled by pressure of costs to 
keep a high proportion of their assets in gilt-edged investments 
—or, at least, as high a proportion as Treasury financing policy 
will in effect permit. In the past eighteen months this policy, 
by switching the banks’ liquid assets from Treasury deposit 
receipt to the much more flexible bills and call money, has 
allowed the banks a great deal of latitude, and almost one-third 
of the increase in bank resources in this period has gone ‘into 
gilt-edged. It cannot be taken for granted, however, that 
Treasury policy will never be more constricting than this. In 
any case, the shape of the banking system, the extent of its 
earnings, and even its security, are in effect more than ever 
at the mercy of official policy. Lord Linlithgow is convinced 
that the adaptability of the system and the spirit of enterprise 
within it will find new ways of flexible service to the business 
community. It would be faint-hearted to think otherwise. But 
it would be equally foolish not to face the fact that those who 
so creditably strive may have to press their way against the 
main traffic stream. The more nearly British banking approxi- 
mates to a national service, the more there is the danger that 
a proportion of its bankers will tend to swim with the tide. ~ 


in Industry 


industry. It is, unlike the atom bomb, one of the romantic hang- 
overs of the war. 

It is not easy to give a five-word definition of electronics. 
There is a rich confusion in the average layman’s mind about 
where it begins and ends. It was not a product of the war—for 
radio and television are part of electronics—though it was highly 
developed during the war. To the technician, the development 
of electronics is a branch of the study of electrical phenomena 
which involve the use of the thermionic valve—tlike the radio 
valve or the television screen. To the industrialist, electronics 
is more likely to mean the application in production processes 
of devices which depend on such valves. It is not exactly a 


new study, for its foundations can almost be said to be a cen- 
tury old, dating from the study of the electrochemical reactions 
of light by Becquerel. But much of it is new discovery with an 
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old pedigree. Some of the most recent and significant develop- 
ments in electronics were being studied only a few years ago 
by Post. Office research workers as “ interference *—that is, 
interference. with radio signals. The. positive nuisance of a 
decade or so ago has become-a new branch of knowledge. 

‘Phere are certain clearly defined -scientific principles and 
basic techniques which govern all applications of electronics, but 
in the practical field of industry these uses are distributed in 
a number of compartments which: superficially appear to have 
little in common. Four such compartments can be identified. 
First, electronics is closely related to the broadcasting of sound, 
and to further developments of film recording and television. 
Secondly, it has particular importance in telecommuni- 
cations, including cable and high-speed wireless transmission. 
A third: branch covers navigational devices, including radar. 
And a fourth is concerned with a wide range of industrial 
applications like control instruments, special heating devices, 
and X-ray. equipment. 

All these uses are linked by the common feature of the ther- 
mionic valve, which: is employed at one stage or another in 
each of the processes to generate, to rectify, or to amplify a 
series of radio frequencies, or electro-magnetic impulses. This 
feature is common to all applications of electronics, whether to 
communicate a signal, as in radio or television, or to carry out 
an industrial process, like certain special quick drying processes. 
Naturally, the devices which are used for the transmission and 
reception of signals are widely different in function and design. 
A simple comparison of television, radar- and the di-electric 
process of industrial heating is instructive, for it illustrates the 
great diversity of the devices which have developed from the 
common source of electronic knowledge. 

When an image is televised, its variations of light and shade 
are converted into a rapid succession of electro-magnetic 
impulses by means of an electron camera and a cathode tube. 
The process is the generation, amplification and transmission 
of high radio frequencies ; at the receiving end, these impulses 
are broken down into light and shade on the receiving screen— 
which is in fact the end of a cathode tube. In radar, the acci- 
dental discovery that radio signals “ bounced back ” from pass- 
ing aircraft—at first regarded as a nuisance to radio transmis- 
sion—led to the investigation of the “echo” effect which 
resulted, and to the discovery of a definite relationship between 
the time of the echo and the distance of the object which 
caused it. From that point, it became possible to depict the 
position of objects or their movements on a cathode ray tube, 
almost as clearly as on a map. Thus a ship or aircraft, by send- 
ing continuous pulses at the right frequency can now steer a 
blind course, following the radar plottings, and relating them 
to navigational charts to identify wrecks or large buildings. 
Other navigational aids, such as the Decca Navigator, which 
has now been officially adopted, also operate by the transmis- 
sion of radio pulses, but do not work on the “ echo” principle. 

The third case illustrates the application of electronics to 
industry. To dry materials which are poor conductors of heat 
—such as timber, tobacco and grain—is a slow and inefficient 
process when heat is applied only on the surface. But by 
using electronic equipment, heat can be applied simultaneously 
throughout the substance by passing an amplified frequency 
through it at the required point. Nor is this technique 
limited to drying. Some materials are more efficiently pro- 
cessed if they can be quickly heated to an exact temperature. 
In the plastics industry, di-electric pre-heating of moulding 
powders to a precise temperature, in a fraction of the time 
used by other heating processes, has been found to increase 
the speed and efficiency of the moulding process. Again, in 
induction heating (a sort of twin brother of di-electric heating) 
tremendous heat can be applied at a specific point, so that 
localised hardening of steel, for such uses as gears, can be 
efficiently carried out by electronic means. Brazing, soldering 
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and annealing processes can be simplified and improved by 
the same technique. In each case, the process is fundamentally 
based on one or more of the three functions of the thermionic 
valve to generate, rectify or amplify radio frequencies. 

The field covered by electronics in industry is exceedingly 
wide. Perhaps the most important application is in electronic 
measuring. devices, such as the control of mechanical pro- 
eesses by. the photo-electric cell and the use of electronic pyro- 
meters in furnaces and kilns. In every case the chief advan- 
tage of these measuring and controlling devices is their 
accuracy to within the smallest unit of measurement, their ease 
of control, and their tremendous speed of operation. The 
Electronic Computor is an instrument of this sort, which 
uses thermionic valves as infinitely faster substitutes for a 
series of cogwheels such as are employed in ordinary calculating 
machines. 

These illustrations suggest the directions in which the 
application and appreciation of electronics in industry could 
be widened. Greater accuracy (and increased detail) are re- 
quired in television and radar; cost of equipment is an impedi- 
ment ; some industrialists have a prejudice against the use of 
valves which are often—and wrongly—thought to be too flimsy 
to be used in industrial equipment ; and finally there is con- 
siderable room for international co-operation. 

. Achieving greater accuracy is a technical problem on which 
much work has already been done. For example, two problems 
in making radar a commercial proposition have been to improve 
the reproduction of the “map ” delineated on the cathode ray 
tube (that is, to reduce any blurred effect) and to increase the 
sensitivity of the equipment used so that it responds to small 
objects within, say, 50 yards from the transmitter, enabling 


‘a ship, pasing up a channel to identify by radar small objects 


close at hand, such as buoys, and to distinguish them from other 
objects shown on the tube. Firms engaged on radar research 
have now overcome these difficulties sufficiently to conform 
with the requirements laid down by the Ministry of Transport 
and are now able to produce commercial radar sets. Decisions 
to embark upon quantity production of devices based on a new, 
rapidly developing technique involve, of course, the essence 
of risk-bearing. And they are not confined to radar, for similar 
issues faced the Hankey Television Committee in 1943 when 
it recommended that the 405-line system should be the basis 
of immediate post-war television development in this country, 
but argued for the ultimate adoption of the 1,000 line system, 
which would give sharper detail. 

Cost of equipment is an important consideration in installing 
any type of electromic device. Where large-scale installations 
are necessary, as with television, a delicate choice is involved 
to find the right stage of technical development at which funds 
can reasonably be expended on a large scale; if the new infant 
is hustled too quickly from the laboratory to the outside world, 
it may be a prodigy for a time and then die prematurely. It 
was difficult and expensive to reach uniformity between 
standard and wide gauge railway tracks in this country. It is 
much more difficult to reach, at the very outset, the right 
answers in such a new subject as electronics. The risk of 
technical obsolescence is high ; hence although radar devices 
for ships are compact and simple to operate, their present cus! 
of about £2,500 must be measured against the risk of their 
early replacement by something even better. 

Even in small units, as in some electronic devices in industry, 
equipment is still highly priced, for it frequently incorporates 
items such as large amplifying valves which are, at present, 
expensive to manufacture. Moreover, most electronic devices 
are not yet being mass-produced and it follows that assembly 
costs are high. The most promising industrial field for the 
application of electronic equipment, therefore, would seem to 
be in the mamufacture of mass-produced articles, wheze 
minutely accurate repetitive work is required and where the, 
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overhead cost of electronic equipment can be spread over 2 
large output. 

Under the third heading, the removal of prejudice, a warning 
may be needed. In “ selling electronics” to industry there is 
perhaps some danger that the pendulum of prejudice will swing 
to the opposite extreme. The benefits which this new tech- 
nology can bring to industry are manifold but they often have 
to be weighed against alternative mechanical means of per- 
forming the required functions. An electronic calculator is not 
required where a simple machine will do. There are some 
indications that electronics is regarded as an open sesame to a 
new post-war “ gadgets industry.” Such an impression would 
do no good either to industry or to electronics ; the time and 
money spent on electronic research and development should 
be properly and not wastefully applied, particularly while British 
industry is in the throes of capital re-equipment. 

Before long, electronic development will have seriously to be 
tackled internationally. Until agreement is secured on cer- 
tain key questions, particularly between countries with adjacent 
land frontiers and between the principal trade-carrying nations, 
progress will be impeded. Agreements on uniform practices in 
navigational aids are especially important. This need was 
recognised at the informal international conference on naviga- 
tional aids last May and discussions on the standardisation of 
aircraft equipment have already begun. Co-operation in these 
matters points in turn to a much wider problem, namely, the 
need for an ordered allocation of frequencies in the radio 
spectrum between different countries. All forms of electronic 
technique use radio frequencies and are therefore concerned 
with the best and fairest use of the wide range of frequencies 
which is theoretically available through the bands used before 


the war for navigational 2ids, the long, medium and short wave - 


broadcasting bands (including television), the ultra-high fre- 
quencies for radar purposes, the infra-red frequencies and up 
to the ultimate frequencies used in X-rays. Before the war, the 
broadcasting frequency bands were already becoming over- 
crowded, and the far greater use of radio communications to- 
day makes an international agreement on the allocation of 
frequencies all the more urgent. 

Congestion in the ether has had important technical con- 
sequences. Attention has been concentrated more and more 
on economising frequencies, especially in those sections of the 
spectrum used for sound broadcasting where the overcrowding 





THE ECONOMIST, January 25, 1947 


ef different stations is most acute—as listeners to the Third 
Programme will appreciate. Research, both in this country and 
in America, has been exploring the possibilities of “ frequency 
modulation” for use in particular on the short wave bands 
to relieve the pressure on the medium and long wave lengths, 
and it has produced encouraging results. Less emphasis 
has been placed in this country than in the States 
on the potentialities of “FM” as a cure for the con- 
gestion of the ether, but it has been established that high- 
quality, noise-free reception can be obtained in this country 
by employing “FM” transmitters, and making modifications 
in wireless receivers. Alterations in receiving sets to repro- 
duce short wave “ FM” transmissions should not be expensive 
—indeed, such sets are in the prototype stage—but a complete 
change of receivers and transmitter to frequency modulation is 


' still a long way off. 


Industrially, electronics manufacture is closely connected 
with the electrical and radio engineering industries. During 
the war many of the leading firms were diverted from civil re- 
search on electronics to special war-time investigations. Ideas 
and experience were to a large extent pooled. Co-opera- 
tion among the leading firms on basic technical problems still 
exists, but some measure of competition is reasserting itself 
in the supply of equipment. It is too early to say how large 
a part electronics will eventually play in the business of the 
leading electrical, telecommunications equipment and radio 
engineering firms. For some years, at least, electronics can 
represent only a relatively small contribution to total output, 
and costs of development will be high. But expansion in 
production is necessary if export markets are to be won in 
competition with American firms who can develop their ideas 
and exploit the economies of large-scale production in a much 
larger domestic market. 


Much progress has been made in this highly diversified field 
of electronics. In television and navigational aids, research is 
active and the consumer is beginning to see its résults in new 
services and devices. In industry, electronics has been applied 
over a wide field, above all in control instruments, welding 
and electronic heating. Progress in its application is assured. 
But there is no new industrial revolution in prospect. It is 
in the particular, not the general, application that electronics 
can play its part in speedier and more accurate production. 


Business Notes 


« Extremely Serious " 


The psychology of the security markets in these days of 
economic difficulty is particularly hard to predict. Perhaps the 
hot-house atmosphere of cheap money dulls the taste for rational 
analysis of market forces. It has been difficult for several weeks 
to find any alternative explanation for the market’s casual taking 
in its stride of the coal crisis and, more recently, of the transport 
strike. But it is hardly less difficult to account for the depressing 
impact on the City of the White Paper on wages and output. 
Little, if any, of the factual material provided in that document is 
new ; it omits many points that could have been made, particularly 
about the country’s prospective external position, and it stops 
well short of positive recommendations of policy. 


Yet it has seized the imagination of the market far more 
dramatically than the details of its component parts, as they have 
unfolded during the past six months. Doubtless the ordinary 
share market, after its headlong rise during the previous fort- 
night, was more than ready for a reaction. The Financial Times 
index of industrial ordinary shares (July 1, 1935=100), which on 
January 2nd stood at 136.0 had by January 17th bounded up to an 
all-time “high ” of 140.6. On Tuesday, a particularly sharp set- 
back occurred, which took nearly 2} points off the index, and 
= had not been achieved on Wednesday, when it registered 
136.2. 


It is difficult to rationalise these extremes, either of boom (save 
on cheaper money arguments) or of correction. Perhaps some 
speculators, armed with the authority of a White Paper which 
refers to the “extremely serious” position of Great Britain, are 
now visualising, in terms of to-day’s prices, the potential future 
consequences for industrial earning power which may result from 
the cut in coal deliveries and of other shortages. The new 
“ realistic” basis for coal allocations will have extremely unhappy 
consequences for the steel industry, where it entails a 25 per 
cent cut in the throughput of coke ovens, with all the con- 
sequences of a dislocated balance of production in integrated 
plants, short time working, inability to blow in new furnaces— 
and, indeed, the likelihood that some may have to be taken out 
of production. It is ironical that a plant like that of Colvilles 
at Clydebridge—on the doorstep of the Lanarkshire coalfield— 
will be as badly affected as any. Equally, it is inevitable that 
production of ships’ plates, constructional steel, sheets and other 
products will be seriously reduced. The new system of alloca- 
tion is intended to bridge the particular difficulties of the next 
six weeks, but even over that period the output of steel might 
well be reduced by 400,000 tons, compared with the projecte 
target for this year of 13} million tons. 

The equity share markets seem at last to have sensed the nature 
of an industrial crisis, in which one shortage generates another, 
and where the mechanism of production shows an unmistakable 
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tendency to run down. Perhaps the second White Paper will 
tackle some of the aspects of economic policy which the first left 
untouched. But it can hardly produce a recipe which will be 
capable of restoring the conditions of insouciant boom which so 
recently prevailed on the Stock Exchange. That requires a 
different kind of magic, of which Mr Dalton, with his cheap 
money policy, is the only master. And he himself will hardly fail 
to take note of the observations of the bank chairmen on the 
dangerous potentialities of a further drive for even cheaper money. 


* x x 


Australia Cuts the Terms 


The new Australian conversion operation came as no surprise 
to the market in any of its details, save only that the stock, which 
carries 2} per cent for a minimum period of 23 and a maximum 
period of 28 years, is issued at par, and not at a slight discount. 
Holders of the £17.1 million Australia 4 per cent stock, 1943-48, 
on whom notice of repayment on April 15th had already been 
served, and of £1.4 million Western Australia 3} per cent stock, 
1927-47, which matures on June Ist, may convert into the new 
stock at par until February 5th. Cash applications, however, were 
received last Wednesday, and will be allotted to the extent that 
conversion applications are insufficient to cover the required total 
of £18,516,193. 


Undoubtedly Australia is forcing the pace with these terms. 
They represent a notable advance on the 23 per cent stock, 1967-71, 
which was issued last June at par, and now stands at 105. At 
this price the gross redemption yield is £2 8s. 6d. per cent ; con- 
sequently the new stock, for all that it represents a further tighten- 
ing of the screw, cannot be said to be out of relation with the 
level of Australian credit in the London market. In these cheap 
money days that level is, in fact, a common datum, which extends 
over the whole of the trustee market; one of the most spec- 
tacular consequences of Mr Dalton’s all-pervading policy of cheap 
money is to compress the yield structure to such limits that 
municipalities, Dominion and Colonial borrowers can come to 
the market on terms which are only fractionally different from 
those which the British Government itself can command. 


Nevertheless, the presence of a date—evea one which is 28 years 
remote—is something of an attraction in these days of the 2} 
per cent one-way option stock. The fact that Australia will finally 
repay in 1975, whereas the British Government in that year only 
may repay the new 2} per cent Treasury Stocks, is something of 
an attraction for those investors who must have a dated stock 
and are prepared to accommodate theinselves to 2} per cent 
for such an extended period. The results of the issue—for it 
must be hoped that, on this occasion, the Australian authorities 
will ensure that the results are published—will be of particular 
interest, since institutional investors at the moment are, in fact, 
satisfying their gilt-edged needs very largely by buying railway 
and electricity Stocks at a d:scount on their take-over prices, and 
are thus concerned to a much smaller extent in direct opera- 
tions in the gilt-edged market. 


157 
Argentine Railway Doubts 


Conflicting stories have come from Buenos Aires during the 
past week about difficulties in the talks between representatives 
of the British-owned railways and the Argentine authorities. Sefor 
Miranda, the president of the Argentine Central Bank, caused 
some initial dismay—even among those who recalled the chequered 
course of the negotiations conducted by the Eady mission last 
summer in Buenos Aires—by his statement last week-end that the 
negotiations had broken down completely as a result of the British 
representatives’ refusal to accept the Argentine Government’s 
offer for outright purchase of the railways for a maximum sum of 
2,000 million pesos—or £125 million. This statement was the 
more surprising since Sr. Miranda had declared only a day or two 
earlier that any suggestion that Argentina was contemplating out- 
right purchase was absurd. No official statement has since been 
made about the course of the talks, but the mere fact that contact 
between the two sides has been preserved at least controverts Sr. 
Miranda’s statement that negotiations had broken down com- 
pletely. It is, in fact, understood that until his statement was 
made the course of the discussions had not been unpromising. It 
is, however, quite understandable that the British side would be 
extremely reluctant to contemplate an offer of £125 million and 
that anything below would stand ne chance of acceptance. 

-Evidently the recent negotiations have changed the direction, 
if not exactly the basic intentions, of that part of the Anglo-Argen- 
tine agreement, which was signed in Buenos Aires last September, 
which provided for the taking over of British-owned railways in 
Argentina by an indigenous company as from January Ist this 
year. What now appears to be in issue is not the constitution, 
capitalisation and the distribution of shares in such a company, 
but the use of Argentina’s sterling balances, which now amount to 
about £130 million, for outright purchase. But the negotiations 
have evidently taken a course which calls for considerable water- 
ing down of the optimistic guesses in some quarters of the 
City last September that the Argentine authorities might be 
prepared to pay as much as £180 million for the railways. The 
negotiations were always expected to be tough, particularly since 
with the expiring of the Mitre Laws British Companies have lost a 
number of financial advantages and are now faced with substantial 
demands for increased wages. Hence if the negotiations should 
in fact break down, their position would be extremely difficult. 
There is, however, no firm indication, as this issue of The 
Economist goes to press, that total breakdown is in question. 


* * * 


The Trade Deficit 


The December trade figures, being affected by the incidence 
of holidays, bring the year’s trade totals to a close with some- 
thing of a question mark, for they fail to show the extent to which 
the nermal rate of export was already being affected by shortages 
of coal and raw materials towards the close of last year. A pro- 
spective fall during the coming months in such items as steel, 
coal and textiles has already been anticipated by Mr Marquand. 
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It is disturbing that, at this critical stage, when the export drive 
calls for renewed impetus, it has received instead a new setback. 
Even for the last quarter of 1946, the volume of exports is pro- 


visionally estimated at no more than 112 per cent of the 1938. 


level, compared with 104 for the September quarter, 98 for the 
June quarter and 84 for the March quarter. For the year as a 
whole it can be said that the 1938 volume of exports was restored, 
that the volume index continued to rise, though at a declining rate, 
throughout the year, and that the prospects for the achievement 
of a volume of exports 75 per cent higher than in 1938 must now 
unhappily be regarded as obscure. 

It has been certain for several months past that the adverse 
visible balance would be appreciably smaller than the figure which 
was used in striking the Washington estimate of an overall deficit 
of £750 million for 1946. The following table sets out the final 
figures for 1946, compared with 1945 and 1938 : — 


UNITED KiInGDoM OVERSEAS TRADE BY VALUE 








| 1938 | 1945 1946 
K é f, | t 
Dotal imports 2 ....2000000sssses's 919,508,933 1,103,693,217 1,297,682,580 
ER cenhacsyesbkseshec se 470,755,320 399,275,982 911,686,258 
POD, iccascasienso0Shs0eSi ee 61,524,646 50,988,697 50,548,445 
NN RE. 387,228,967 653,428, 538 335,647,897 





The adverse balance of £335.6 million is in line with the pro- 
visional estimate of £350 million which was suggested in the dis- 
cussion of the British balance of payments in these columns on 
December 21st last. Such a relatively favourable result has been 
produced, in large part, by the painful contraction of imports, 
which for several months past have been running at a mere 70 
per cent of the volume of 1938. In other words, a smaller adverse 
balance in 1946—so far as it is due to the maintenance of imports 
below a level sufficient to ensure a satisfactory rate of industrial 
activity and a more ample standard of living—merely postpones 
their true cost to later years. There may be some features for 


satisfaction in the year’s figures, but there are even more for 
concern. 





x 


Some interesting portents may be drawn from an analysis, which 
has been prepared by the Board of Trade, of the 1946 export 
figures by value compared with those of 1938. “Raw materials 
and articles mainly unmanufactured ” which accounted for 12.1 
per cent of the total value in 1938, represented no more than 
3.6 per cent of the 1946 exports. Manufactures have increased 
from 77.6 per cent to 86.3 per cent, but of these textiles have fallen 
from 21.5 to 20.5 per cent, despite the relatively greater rise in 
prices of textiles, compared with other manufactured goods. In 
fact, cotton yarn exports last year represented one-sixth by volume 
of the 1938 level, and cotton piece goods one-third, and although 
the total quantity of artificial silk exports was three times the 
1938 figure, mixed tissues were halved. 

Much of the increase in the manufactures group is attributable 
to metals (44.1 per cent of total exports by value last year, com- 
pared with 37.3 per cent for 1938), and particularly vehicles, loco- 
motives, ships. and aircraft (12.5 per cent against 9.5 per cent). 
But of all the black spots, coal is incomparably the worst.. Exports 
last year represented no more than one per cent of the value of 
total exports, compared with 7.9 per cent in 1938. 


x * * 


Discount Market Activity 


A year which has witnessed capital expansion by nine dis- 
count houses did not need the added evidence of the accounts of 
the “* Big Three ” companies to prove that it has been a period of 
activity and prosperity for the market. On the question of ex- 
pansion, the comparison of principal balance-sheet items given 
below speaks for itself. The National Discount Company is one 
of the two members of the market which has not yet increased its 
capital, but even it shows an increase of 32 per cent in its loans 
and deposits. The Union’s increase is 41 per cent, while that of 
Alexanders, whose disclosed capital resources have been almost 
doubled, is 51 per cent. 

The manner in which these additional resources have been em- 
ployed is not, however, so readily apparent from the balance 
sheets. The Union Discount this year makes a welcome break 
with tradition by excluding “ short-dated securities” from bills 
discounted, and, by giving comparative figures for 1945, reveals 
how misleading it is to assume that a balance-sheet “ bill” item 
not thus strictly segregated mainly comprises bills, for the result 
of this accounting change has been to reduce the Union’s 1945 
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“bill” holding from £116.5 million to £76.8 million. The other 
two companies—which, it is to be hoped, will next year follow 
suit—still adhere to the traditional form, so that it would be un- 
wise to attempt to draw definite conclusions from their figures 
about the relative size of their bill and bond portfolios. 


To judge from the Union’s experience, however, the year-end 
investment portfolio has probably declined—doubtless in conse- 
quence of Mr Dalton’s large repayments of short bonds during 
the year. It deserves to be noted, too, that at the end of 1945 
the market’s capacity for absorbing bonds was stretched to the 
limit, owing to heavy sales by other holders anxious to switch into 
the 3 per cent Savings Bonds before the tap was turned-off. The 
comparative ratios of capital resources to the total “ books” of 
bonds and bills strongly suggest that, when the National’s pending 
capital rearrangement (including a “ bonus ” discharge of uncalled 


“ Bic THREE” Discount HovusEs 
(£ Million) 

















| 
| Union National | Alexanders | Total 

SJ = eae as aS ree 3 oe oli 
Bills*— | 

a eer | 93-0 54-1 “4-1 181-2 

ae ae | 115-2 61-4 44-4 221-0 

i? “ek ¢de0seeees 76-8* 73-5 50-2 200-5 

Re csssecencrase | 152-28 102-1 82-2 336-5 
Investments— | 

SED Sevens oneenes 23-8 | 18-9 20-7 63-4 

eo | 25-4 i 21-2 23-5 70-0 

ot re 69-5 | 15-6 18-7 103- 

BOOB schanecteceaba | 56-6 15-6 23-0 95-2 
Loans and Deposits— | 

2085 .. eee 114-6 } 72-6 53-5 240-6 

1944 .. 138-5 81-8 67-0 287-3 

1945 .. “" 144-7 87-9 68-2 300-8 

SED wenden vetseca¥ | 205-0 116-1 102-8 423-9 
Capital and Reservest— | 

SED od6 Se enssenont i 5°3 3-0 2-2 10-5 

RED is xchaakaueecae 8-2 3-4 4-0 15-6 
+ Excluding re-discounts : but including short-dated securities other than bills, except 
in the 1945 and 1946 figures for the Union Discount Co. f Including carry-forward. 


liability) is complete, it will follow the rest of the market in raising 
additional capital. Its total “book” is nearly 35 times its dis- 
closed resources, compared with ratios of 25} and 26} for the 
Union and Alexanders respectively. These ratios, it should be 
added, do not afford a level comparison with the end-1945 figures 
because in December, in consequence of the cessation of clearing 
bank window-dressing, the market carried over the turn of the 
year a substantial volume of bills which would normally have had 
to be sold to the authorities in the closing days in order to finance 
withdrawals of bank loans. 


* x x 


Building Licences and Wages 


With the object of combating the operations of the black 
market in building, the Minister of Works has announced new 
measures for tightening up the control over the use of materials 
and labour. From February 1st, local authorities will be empowered 
to issue licences for all housing work, irrespective of cost, instead 
of granting, as at present, a “ certificate of essentiality ” for work 
of over £100, and leaving the Ministry itself to issue the licence. 
This provision applies to private dwellings only and not to work 
on hotels, hostels, boarding-houses or holiday camps. In future, 
local authorities will be empowered to prosecute in all cases of 
infringement of the licensing regulations within their area. Another 
change in the regulations is the removal of the clause, which lent 
itself to great abuse, under which no licence was needed for work 
on private houses, with “unpaid” labour. From February Ist, 
any private work which is worth more than £10, or uses more than 
£10 worth of materials, will require a licence, even where labour 
is unpaid or is provided by the owner himself. 

It remains to be seen whether these new regulations will be 
effective in curbing illegal building operations. No official estimate 
of the extent of the black market has been given, beyond the state- 
ment that the Minister is “ seriously disturbed ” by it. The diffi- 
culty is, of course, to track down offences, and the fact that of 
11,155 complaints examined by the Ministry last year, only 133 
cases were actually heard, resulting in 22 convictions, suggests 
that a great many offenders are not brought to book. The devolu- 
tion of responsibility upon the local authorities, both for issuing 
licences and for prosecuting those who contravene them, shouki 
make for speedier procedure and for greater zeal in dealing with 
offences, although the degree of efficiency will depend upon the 
nature of the local authority. The further proposal that authorities 
should keep a central register of all licences issued is intended to 
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- THE BRITISH LINEN BANK 


INCORPORATED BY ROYAL OHARTER 1746. 


ASSETS - - - £72,000,000 


LONDON OFFICES: 
City Office: 
38, THREADNEEDLE ST., E.C.2. 


West End Branch: 
198, PICCADILLY, W.1. 


Where Accounts may be opened on usual 
Lendon terms. 


HEAD OFFICE: 
38, ST. ANDREW SQUARE, 
EDINBURGH. 


Branches throughout Scotland. 


AFFILIATED TO BARCLAYS BANK LIMITED. 








THE 


STANDARD BANK 


of SOUTH AFRICA umitep 


Bankers to the imperial! Government in South Africa and to the Governments 
of Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyika 


Capital Authorised and Subscribed - - £10,000,000 
Capital Paid-up - + = + = £2,500,000 
Reserve Fund - ‘.* - : - £4,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 


77 KING WILLIAM STREET, LONDON, E.C.4 


LONDON WALL Branch—63 London Wall, £.C.2 


‘ WEST END Branch—9 Northumberland Avenue, W.C.2 


NEW YORK Agency—67 Wal! Street 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN RHO- 

DESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA 


Banking Business of every description transacted 


at ali Branches and Agencies. 


159 


‘MIDLAND 


LIMITED 


BANK 








Chairman: 


The Most Hon. 
THE MARQUESS OF LINLITHGOW, K.G., K.T. 


Vice-Chairman, Chief of Executive: 
Sir CLARENCE SADD, C.B.E., J.P., D.L. 


STATEMENT OF ACCOUNTS 
December 31, 1946 


LIABILITIES £ 
Capital paid up 15,158,621 
Reserve Fund ... 15,158,621 


Current, Deposit and 
other Accounts 


Acceptances and 


.--1,242,636,506 


Confirmed Credits 32,215,999 
Engagements ... 20,583,615 
ASSETS 

Coin, Notes and Balances 

with Bank of England 109,927,428 
Balances with, and oe 

on other Banks 48,492,984 


Money at Call &Short Notice 73,340,883 
Bills Discounted (Treasury 

Bills £160,667,650) ... - 166,693,019 
Treasury Deposit Receipts 354,000,000 
Investments ... 282,625,813 
Advances & other Accounts 219,619,785 


Liabilities of Customers for 
Acceptances, etc. ... 


Bank Premises 


Shares in Yorkshire Penny 
Bank Ltd. 


Shares in Industrial and 
Commercial Finance 
Corporation Ltd. 

Shares in Affiliated Com- 
panies: 

Belfast Banking Co. Ltd. 
The Clydesdale Bank Ltd. 
North of Scotland Bank Ltd. 
Midland Bank Executor 
and Trustee Co. Ltd. 


52,799,614 
8,165,762 


937,500 


276,100 


8,874,474 


Head Office : 
POULTRY, LONDON, E.C.2 


wi 








MARTINS BANK 
LIMITED 


STATEMENT OF ACCOUNTS, 3ist December, 1946. 


LIABILITIES 
Capital paid up... oe be eae oe 


Reserve Fund ... es bie Bi 


Current, Deposit and other accounts (in- 
cluding Profit and Loss Account) ... ee 


Liability for Acceptances, Endorsements, etc. 


£4,160,042 
4,160,042 


253,150,207 
14,492,891 


£275,963, 182 


ASSETS 
Cash in hand and at Bank of England eee 


Balances with, and cheques in course of 
collection on other British Banks ... wink 


Money at call and short notice - = 
Balances with Banks abroad ... die oe 
Treasury Bills... oe ae pas Sen 
Treasury Deposit Receipts... = Se 
Bills Discounted ee bee ane — 
Investments ae an ve bee me 
Advances to Customers and other accounts 
Bank Premises ... oh aoe ” ese 


Liability of Customers for Acceptances, 
Endorsements, etc. ... “oe & ots 


£22,411,597 


12,614,583 
25,975,000 


65,529,382 
45,973,930 
2,759,208 


14,492,891 
£275,963, 182 


LONDON DISTRICT HEAD OFFICE : 
68 LOMBARD STREET, E.C.3. 


HEAD OFFICE: WATER STREET, LIVERPOOL, 2 
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A STANDARD 
POLICY 


STRENGTH 


STABILITY 
SECURITY 


Established 1825 
Assets exceed £44,500,000 


THE STANDARD LIFE 


ASSURANCE COMPANY 


Head Office: 3 GEORGE ST., EDINBURGH 


London: 3 ABCHURCH YARD, CANNON ST., E.C.4. 
15a PALL MALL S.W.1. 
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THE 


ZINC CORPORATION, 
LIMITED. 


. 


To the Members, 


In my statement to shareholders which accompanied the Report and 
Accounts for the year ended 31st December, 1945, I made extended 
reference to the wide expansion in the interests of The Zinc Corporation, 
_—— and the direction in which they were likely to develop in the 
near future. 


The interests I referred: to may be briefly stated as :-— 


(1) The extension of our lead and:zinc: mining at Broken Hill and the 
smelting, refining, transport and manufacturing industries associated 
therewith both in Australia and her Mandated Territories and the 
United Kingdom, ‘ 

(2) The search for and the development and equipment where justified 
of Mines in the neighbourhood of the existing producers on the Broken 
Hill field and elsewhere. 


(3) The search in Australia and her Mandated Territories for oil and 
natural gas and the development and utilisation of coal and other 
fuels and sources of power. 


(4) The development and extension of manufacturing industries associated 
with the treatment of sulphur-bearing ores: and production of non- 
ferrous metals. 


(5) The supply and erection of power and other machinery, plant and 
equipment for use of the Broken Hill field. 

(6) The provision of research, technical, Anancial, commercial and transport 
services essential to the mining, smelting and manufacturing industries. 


‘Your Directors are of opinion that. the production of the Broken Hill 
mining field is capable of substantial expansion. In this connection The 
Zine Corporation, Limited, and New Broken Hill Consolidated, Limited, 
have agreed to a joint production programme under which it is hoped that 
during the next 7 or 10 years output will be raised from its present level 
of 500,000 tons to about 1,000,000 tons of ore per annum. The expenditure 
involved in the duplication of these two pe 1s oy present output, with 
the attendant housing, transport, smelting, refining and other services and 
on plant and equipment will, it is expected, be in the neighbourhood of 
£7,000,000 sterling. 


The finance necessary for the expansion of production and for reasonably 
meeting the requirements of the other activities referred to is considerably 
in excess of the total of the Corporation’s current available resources 
together with such contributions as it is estimated could be made from 
future earnings without adversely affecting the returns to shareholders. 
Your Directors have for some time past been giving earnest consideration 
to the problem of providing this additional finance and have decided that 
it will be in the best interests of the shareholders to segregate the Corpora- 
tion’s mining and milling operations on its leases at Broken Hill from its 
other interests and investments. By this method it is believed the finance 
required can be provided without adverse effect on dividends and without 
involving any risk to your firmly established industry, or interruption in 
the wide employment it provides. 


Accordingly, after consultation with the Corporation’s lawyers and 
ee. it has been decided to form a subsidiary Company with the 
le of :— 


THE BROKEN HILL CORPORATION LIMITED. 


’ 

This new Company will have an authorised capital of £5,000,000 

divided into 44% Cumulative Redeemable Preference Shares of £1 each 

and Ordinary Shares of £1 each. The issued capital of the Company will 

be 1,000,000 44% Cumulative Redeemable Preference Shares of £1 each, 

and — Ordinary Shares of £1 each, leaving 2,000,000 shares 
unissued. 


It is the intention that The Zine Corporation, Limited, shall subscribe 
for 750,000 of the above 44% Cumulative Redeemable Preference Shares 
of £1 each in cash at par and, in addition, will transfer to The Broken Hill 
Corporation Limited its various holdings in associated and other com- 
panies ; these holdings will be transferred, in the case of those which are 
quoted, at or under market prices and in the case of those which have no 
quotation, at or under cost. In consideration for this transfer, The Zine 
Corporation, Limited, will be allotted, credited as fully paid, an additional 
250,000 44% Cumulative Redeemable Preference Shares of £1 each (ranking 
part passu with the 750,000 Preference Shares to be subscribed for in cash) 
and 2,000,000 Ordinary Shares of £1 each. 


The Zine Corporation, Limited, will at this stage own the whole of the 
issued Preference and Ordinary Share capital of The Broken Hill Corpora- 
tion Limited. 


In conformity with your Directors’ usual policy it is intended in due 
course to offer 750,000 of the 44% Cumulative Redeemable Preference 
Shares of £1 each of The Broken Hill Corporation Limited, which are to 
be subscribed in cash by The Zine Corporation, Limited, for sale to the 
shareholders (both Preference and Ordinary) of The Zine Corporation, 
Limited. It is also hoped that later it may be possible to arrange for 
shareholders to have an opportunity of acquiring Ordinary Shares of 
The Broken Hill Corporation Limited. 


Full particulars of The Broken Hill Corporation Limited, together with 
details of the offer for sale, will be sent to shareholders in due course. 
The above information is sent to you now as your Board considers that 
you should be informed as early as possible of the steps which are being 
taken in planning for the future and for the further development of your 
interests at Broken Hill and elsewhere. 


I trust your Directors may have the same confidence and support in this 
project as you have been good enough to accord us in the past. 


Iam, Yours faithfully, 
JOHN R. GOVETT, Chairman. 


37, Dover Street, London, W.1. 
23rd January, 1947. 
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provide greater publicity and enlist the co-operation of the public 
in checking evasions. 

While the Government is thus preparing to tighten the controls 
over building operations, it is not yet showing any great concern 
about the rise in costs. The prospect of an alarming rise in building 
costs is raised by the building workers’ wage claim, which was pre- 
sented to the employers on Wednesday and was rejected by them 
on what seem to be very reasonable grounds. The unions asked 
for an extra 6d. an hour on the present base rate, which would 
bring the craftsman’s rate to 3s. an hour (3s. 1d. in the London 
area), with a corresponding increase in the labourer’s rate, which is 
80 per cent of the craftsman’s. This claim, it has been estimated, 
would increase the building industry’s costs by the order of £65 
million a year and the employers put the increased cost of muni- 
cipal houses at £90—the union’s figure is £6o0—or Is. 13d. per 
week in rent. Here is surely a clear case of the need for relating 
wage increases to increased productivity. When building wages 
were increased a year ago the unions gave a definite pledge that 
they would work for higher productivity. But although it is diffi- 
cult to define a satisfactory measurement of productivity in building, 
there is no obvious sign that this pledge has been made good. 
One direct way of securing increased output would be to adopt a 
system of payment by results ; this is still under consideration, 
but there is a great deal of opposition to the idea among the unions 
and in Government circles and it is unlikely to be adopted without 
considerable further discussion. 


* * * 
Sterling Negotiations 


It was announced this week that preliminary discussions for 
a settlement of Egyptian sterling balances will take place in Cairo 
when Sir. Wilfrid Eady of the Treasury and Mr Cobbold, Deputy 
Governor of the Bank of England, are returning from their com- 
parable mission to India. It is also hoped that these gentlemen 
will have an opportunity to visit Iraq for similar discussions in 
March. As in the case of the Indian visit, the objectives 
are cautiously limited to “preliminary discussions,’ and 
in view of the disappointing course of the negotiations between 
the two countries for the revision of the Anglo-Egyptian Treaty 
of 1936 it may be wise thus to anticipate difficulty in the Cairo 
discussions. None the less, there is in the announcement made 
in Cairo and London a strong expectation that the talks will lead 
to a definitive arrangement without much delay. This emerges 
from the statement that arrangements are being made for meeting 
Egypt’s essential needs in hard currencies during the period be- 
tween March 31, 1947, when the existing hard currency agreement 
terminates, and July 15, 1947, “the date on which more per- 
manent arrangements, to be negotiated between the two Govern- 
ments, are expected to come into force.” 

The date has a familiar ring. It is that on which the con- 
vertibility of currently earned sterling comes into force, in accord- 
ance with the provisions of the Anglo-American agreement of 
December, 1945. That deadline will provide a useful argument 
against prevarication in the tough negotiations with sterling area 
creditors that lie ahead. The sterling balances held by Egypt 
are between £450 millions and £500 millions, and in size are 
second only to the balances accumulated by India. The hard 
currency agreement, which terminates on March 3Ist next, 
allowed Egypt a hard currency quota equivalent to £E14,350,000 
during the fifteen months from January 1, 1946. If Sir Wilfrid 
Eady and Mr Cobbold succeed in these delicate and difficult 
negotiations, they will deserve the fullest praise and thanks. 


* * x 


Statistics of Trade Bill 


Sir Stafford Cripps’s speech on the second reading of the 
Statistics of Trade Bill on Tuesday was an effective argument 
for a measure which ought to fill many wide gaps in our economic 
knowledge. The Bill (briefly described in The Economist of 
December 14th last) provides for two economic censuses—one 
for production and the other for distribution. It is intended that 
the census of production should in future be an annual event, 
instead of quinquennial as it was before the war. As for the census 
of distribution it was not a “ deep and dark plan, for preparing for 
the nationalisation of the retail trade”—a headache which Sir 
Stafford was prepared to leave to some other Government—but 
a means of ascertaining the structure of the distributive trades, 
the business which they conduct, the relation of shops to total 
population in different areas, and the spread of wholesale and 
retail price margins. Moreover, it would provide an estimate of 
the expenditure of the public on different types of commodities 
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which is largely unknown—though not wholly, as Sir Stafford 
appeared to suggest. 

The Opposition fastened upon the fact that 21 separate 
Government Departments will have power to seek information 
through the censuses, and that under present conditions the 
questionnaires would impose a new burden on industry. Even 
Sir Stafford’s assurance that duplication of demands for informa- 
tion would be avoided as far as possible, reiterated at the close 
of the debate by Mr Belcher, scarcely served as a counterweight 
to the assertions that the present time, with its shortages of man- 
power and clerical staffs, and its high volume of form filling, is not 
ideal for the introduction of the new censuses. But there is no 
reason why a sensible system of questionnaires, settled in advance 
by mutual discussion between the Government departments and 
the industries concerned, should be impossible to devise. 

The breeze which has followed the distribution of forms for 
the 1946 pilot census of production suggests that one of the first 
lessons to be learned is the art of explanation of the purpose, 
content and relevance of the questions which are asked. It is 
surely desirable to set up the limits of detail and of precise 
accuracy which are required for census purposes, and to explain 
them fully to industry. Mr Reddaway’s recent paper at Man- 
chester showed that, in many particulars, the information required 
could take the form of intelligent estimates rather than exact 
measurement. Even so, the extension of the time limit for the 
return of questionnaires from two to three months is highly 
desirable—particularly if the publication of final results suffers 


a delay in any way comparable with that of pre-war censuses of 
production. 


x * * 


Mr Strauss on Transport 


The speeches of the Parliamentary Secretary to the Ministry 
of Transport, Mr G. R. Strauss, sometimes attract less attention 
than they deserve. It was left to Mr Strauss before the appear- 
ance of the Transport Bill to explain in general terms the Govern- 
ment’s intentions about transport and the reasons for their rejec- 
‘tion of the road-rai] agreement last July. It is he who, in a 
speech this week, has come nearest to setting out the Govern- 
ment’s broad intentions for the development of transport, which 
were so noticeably lacking in the Second Reading Debate before 
Christmas. Mr Strauss did not attempt to explain the opera- 
tional aims of the new Transport Commission in any detail, but 
he has at least briefly described the principles on which the Com- 
mission should work. The Commission should ensure that for 
each transport purpose that form of service shall be used and 
developed which is technically and economically the most efficient 
—an argument for total integration of transport which would not 
be unfamiliar to readers of The Economist. Secondly, he claims 
that capital for development and modernisation of transport equip- 
ment was often not forthcoming in the past unless a quick and 
satisfactory return could be clearly foreseen. The Transport 
Commission, therefore, should be able to take longer views and 
“give all possible scope for technical improvements and those 
developments which without integration are unlikely to come 
about.” Unfortunately Mr Strauss did not refer even briefly to 
the associated question of the elimination of redundant capital 
which under no conditions consistent with the aims of the Com- 
mission could be made remunerative. 

The functional basis laid down in the Bill, under which the 
separate Executives will be responsible for operating - their own 
forms of transport, has been widely criticised on the grounds that 
it will impede the aim of integration. Mr Strauss admitted that 
a regional rather than a functional basis is at first sight attractive 
and was, in fact, most carefully considered, but he rejected a 
regional form of organisation on the ground that it would be 
“wholly impracticable,’ at least at the outset, would cause 
“ appalling dislocation” and would “ transfer the whole directien 
of management of transport to the railways as these are pre- 
dominant in size.” 


This is hardly the whole answer to the criticism, for both on 


grounds of size, and also of the time-table which the Transport 


Commission is apparently to follow in acquiring the various trans- 
port interests, it is fairly obvious that the railways will always be 
predominant in size, and possibly in influence, among the Execu- 
tives, and conceivably on the Commission. Mr Strauss, however, 
does contemplate that eventually a full-scale regional organisation 
may be developed, though that is, of course, a question for the 
Transport Commission, under the general direction of the 
Minister. Any benefits of the nationalisation in any event are 
bound to be slow, and the immediate target, as Mr Strauss sees it, 
is to avoid inconvenience to traders and the public during the first 
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stage of the transfer and to leave “ the full benefits of integration 
to fructify freely ” over a period of some years. 


* 


Mr Strauss was addressing members of the Permanent Way 
Institution, and he had some interesting, but far from cheerful, 
things to say avout the condition of the permanent way on the 
British railways. Before the war they used about four-and-one- 
third million sleepers a year. During the war years the average 
was reduced to just under three million, and arrears involving 
nearly ten million sleepers had thus accumulated by 1946. To 
wipe off these arrears in five years and to provide for current 
maintenance, six million sleepers a year would be required, and 
there is not the slightest chance of carrying out a programme of 
this magnitude. Pre-war sources of supply like Russia and the 
Baltic countries are now closed—temporarily at feast—and the only 
supplies at present available are from Canada and the United 
States. The pre-war stocks of three te four million sleepers have 
already fallen to the critically low figure of half a million and may 
fall still further. The only practical alternative to wood sleepers 
is concrete, and only the pre-stressed concrete can stand the strain 
of heavy main-line traffic. Even this form, indeed, is unsuitable 
for electrically track-circuited sections or electrified lines. There 
is a similar shortage of steel rails, which in the first quarter of the 
current year is likely to be at least half a million tons. It is quite 
clear that current maintenance—to say nothing of the overtaking of 
wartime arrears—will present difficulties in 1947, and there is a 
distinct possibility that restrictions in railway speeds may be 
necessary in the interests of safety. 


* ~ * 


Talks with the Dutch 


British officials representing the Treasury, the Board of Trade 
and the Ministry of Food will be going to the Hague next week 
to discuss the problems arising out of the decidedly unbalanced 
state of current trade between the sterling and guilder currency 
areas. No global figures of such payments are available, but their 
trend is sufficiently indicated by the following table of direct 
Anglo-Dutch trade for the first nine months of 1946, with com- 
parable figures for 1938: 


(In Thousand {’s) 
First Nine Months 








1938 1946 
Exports of UK manufacture........ 9,851 21,453 
Re-Oxports .....ccecccvcecccesccees 1,247 4,169 
TG CURED, 2» sgooeas'ng wi ceeness 11,098 25,622 
Imports from Netherlands .......... 21,978 7,455 


This lack of balance in the Dutch trade with Great Britain 
is only part of the wider picture of disequilibrium presented oy 
Dutch foreign trade. This, in turn, is the inevitable result of 
the direct devastation of the Dutch economy during the war and 
of the even more undermining indirect results of the prostration of 
the German economy which used to provide the main hinterland 
for Dutch harbours and communications and was both a source 
of raw materials for Dutch industry and a market for Dutch 
agriculture and commerce. 


The Dutch desire to come to grips with the problem of. their 
balance of payments as rapidly as possible. Since the liberation 
they have been living largely on foreign credits—mainly of US, 
Canadian and Belgian origin—and by drawing on foreign reserves 
including the sterling balances built up during the war partly 
as compensation for Dutch ships sunk while in the service of the 
Allies. That process must come to an end and the main objective 
of the coming talks will be to see how far Dutch trade with Great 
Britain can be brought nearer equilibrium. There should be 
ample scope for an increase in agricultural exports from the 
Netherlands to Britain, though the question of costs and prices 
may, as in the case of Denmark, cause some difficulty. 


The Anglo-Dutch talks cannot be dissociated from the prob- 
lem. of Germany and it is significant that the discussions at the 
Hague will be joined by representatives of the Anglo-American 
zone of Germany and will, in part, be concerned with the Dutch 
share in Germany’s economic recovery. What the Netherlands 
can afford to import must in part depend on what they can 
expert with the help of German raw and semi-manufactured 
materials and on the extent to which the revived trade of the 
industrial basin of Western Germany again uses the Dutch ports 
and is no longer exclusively canalised on foreign exchange 
grounds to the northern German ports. 
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Sterling Credit for France 


A group of London banks under the leadership of Messrs. 
Lazard Bros. and Co. have arranged a revolving credit of 
£124 million to finance French purchases of wool within the British 
Empire during the next 12 months. The credit has been granted 
to the Groupement d’Importation et Répartition de la Laine, a 
French company, which operates under Government auspices and 
includes the whole of the woollen textile industry of France. This 
industry is said to possess 25 per cent of the operating wool 
working machinery of the world, not counting Germany, Japan 
and Asiatic Soviet Russia. The French wool industry is working 
at I10 per cent of pre-war capacity and at least half its output 
is being exported to hard currency areas. The amount of wool 
which it will purchase this year is estimated at £35 million and 
this should be amply covered by the facilities which have been 
negotiated with the London banks. The repayment of the credit 
will be linked with exports of French woollen products, but the 
exchange risk involved in granting the sterl\g facilities has ‘been 
further covered by forward exchange contracts with the Bank of 
France in favour of Lazard Bros., to meet drafts and advances as 
they mature. ms 
’ This operation is welcome evidence of the return of foreig 
acceptance business to the London market. The bills drawn under 
these credits will presumably be offered for discount in the London 
market and will provide healthy and stimulating spice to the leaden 
lump of Government paper which is the market’s all-too- 
monotonous fare. 


*- * * 


Boom in Shipbuilding 


British Shipbuilders have more export orders on their books 
than all their foreign competitors together. The returns issued 
by Lloyd’s Register of Shipping for the last quarter of 1946 
show that nearly 25 per cent (478,000 tons gross) of the tonnage 
under construction in British yards is for overseas shipowners. 
The principal purchasers are Norway (112,800), France (94,215), 
British Empire (73,654), the Netherlands (41,200) and Denmark 
(31,860 tons gross). Norway and France are also heavy buyers 
from other countries. Norway, for example, has another 177,675 
tons building abroad, in addition to 77,838 tons in its own yards; 
while France has 79,924.<ons building abroad, apart from U.K., 
and incompleted returns for French shipyards account for another 
196,459 tons gross. -- ee 

The Continental Allied countries have a long way to go before 
their merchant fleets are restored to their pre-war strength, and 
orders are continually being placed for additional tonnage. 
Despite the shipbuilding delays due to shortage of materials and 
skilled labour, and to the persistent belief in the ranks that every 
ship built brings unemployment nearer, work for foreign account 
is likely to increase still further during 1947—as witness recent 
orders received from Norway, Sweden, Denmark and _ the 
Argentine. Demands for a five-day week in the shipyards are 
premature, and indeed may have the effect of accelerating the 
approach of the much-dreaded day when berths will begin to 
empty, for the prospect of quick delivery weighs heavily with a 
shipowner in deciding where to place an order. 


The total work in British yards amounts to 1,937,062 tons gross, 
which is 52.7 per cent of the world total of 3,678,481 tons gross. 
For Britain this represents an increase of 324,252 tons gross and 
is the highest figure recorded since March, 1922. Launching 
output ‘declined slightly in the last quamer from 268,715 to 
267,760 tons gross, though the annual survey of the Shipping 
World shows a total of 1,225,000 tons launched for the year. 
Of tonnage under construction, the Clyde, where Saturday 
morning “token” strikes have become the fashion, has the 
biggest share of 621,566 tons gross, while the Tyne and Wear 
yards account for another 574,805 tons. Both these districts have 
more work than any single shipbuilding country overseas. The 
highest foreign total comes from the United States, which has 
326,753 tons gross under construction, of which 71,842 tons -is 
for export, mostly to Brazil. American’ builders prophesy a 
further drop of about 50 per cent during 1947, because of the 
existing American surplus of tonnage and high labour charges, 
which prevent the yards from obtaining a satisfactory share of 
contracts from overseas. Sweden has 248,205 tons in hand, -of 
which some 40 per cent is for export. Swedish acceptance of 
export orders is limited only by the lack of room for shipyards, 
for there is no lack of materials and a skilled and willing labour 
force is available. Canada’s new shipbuilding industry is thriving, 
with 168,000 tons under construction, including some 88,000 tons 
for France and Brazil. 
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Silver Collapses in New York 


In less than a week the open market price for silver in New 
York has collapsed from 82 cents to 70; cents per fine ounce and 
has now left the official Treasury price of 90} cents for newly- 
mined domestic silver in distant and artificial isolation. The 
weakness of the silver market in New York is a continuation of 
the movement which began early last December, when the open 
market price effectively divorced itself from the official price for 
domestic metal. 

The leading US bullion dealers, Messrs Handy and Harman, 
have in their review for 1946 some interesting things to say about 
this initial phase of the market’s weakness. According to 
this authority, the decline began as a result of London’s efforts 
to sell silver in New York, thus revolutionising a role which 
London had maintained throughout the war. London’s sudden 
appearance as a seller is explained in the review as the result of 
the sharp decline of silver in the Indian market. This decline 
brought forth some actual offerings of silver from India as well as 
a flood of enquiries regarding the New York market’s ability to 
absorb sales of silver. Messrs Handy and Harman state, however, 
that to the best of their knowledge no silver other than current 
foreign production was bought for New York delivery during the 
last month of 1946, with the exception of a small amount of 
Spanish silver which had been refined in the United States. 
Once the price started its downward move buying dwindled to 
vanishing point. Industrial requirements were postponed in the 
expectation that still lower prices would be forthcoming. 

These expectations have indeed been realised, and it is still 
uncertain whether buyers will be prepared to come in even at 
the low prices recorded this week. Meanwhile, the relationship 
between dollar and silver sterling prices is becoming increasingly 
artificial. At the low open market prices quoted in New York this 
week, silver had a straight sterling parity of 42d. This compares 
with an official price maintained at 553d.—at which it must be 
said very small business is being transacted—and with a free 
market price based on the Bombay forward quotation, which has 
hovered around 61d. There can be very little lasting quality 
about this highly artificial relationship of international silver prices. 


* x x 
Better Saving Figures ? 


It is possible to read into the second of the detailed quarterly 
returns which the National Savings Committee is now publishing 
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on smal] savings a slight improvement in the trend, but com- 
parable figures are not available over a sufficiently long period to 
indicate the extent of the improvement. ‘The final quarter of 
each year is, of course, affected by the Christmas spending, while 
the third quarter is subject to holiday influences. If these factoes. 
can be measured by the size of encashments and withdrawals, the 
latest figures suggest that the influence of Christmas is of roughly’ 
the same order of magnitude as that of the summer holiday.! 
Thus, in the last quarter of 1946 encashments of certificates and 


SMALL SAVINGS 
(£ millions) 








“. i, 
1946 | 1946 

















| | 
1945 | | 1946 
| Oct.-Dec. | July-Sept. | Oct.-Dec. | — Total 
| | | 
Speer a bee en eel 
Savings Certificates | 
ee 68 32-8 42-4 153-1 
Repayments : 
UMNO Sars cinid ces sieves 33 32-2 33-0 1356-7 
NE ae cc eaiG eee vice | 5-0 | 6-0 17-0 
Net.cash ............000. 35 4-4 +3-4 ~6@ 11! 
Accrued interest.......... (14) (14) (15) 55-3 
Defence Bonds 
POON. os cwiieteces 95 23-2 36-2 231.3 
Repayments ............. 6 9-7 10-2 34:6 
PMO hs. des senxsenss 89 13-5 26-0 =| = 196-7 
P.O. Savings Banks* 
De Snivets 117 121-7 112-3 475-3 
Withdrawals ............ 92 104-7 105-2 412-3 : 
ee ——— eae es 
hn, ee Oe 25 17-0 7-1 63-0 
Accrued interest.........- (9) (11) (11) | (42-9) 
Trustee Savings Banks 
BORING! oo o5.0id le od. vies owe 64 62-0 69-1 248-9 
Withdrawals ..........0. 50 49-1 55-1 196-1 
| 
a nf ee om —— ea 
Net cash .........ceeee0e 14 12-9 | 14-0 | 52-8 
Accrued interest. ......... (3) (4) | (4) | (15-2 
Total Net Cash........ 163 39-0 | 50-5 311-9 
Total accrued interest .... (26) (35) (30) | (113-4) 
| 


* Excluding Release Benefit Accounts. 


bonds totalled £49.2 million, against £46.9 million in the third 
quarter, while gross withdrawals from Post Office and Trustee 
Savings Banks (excluding Service Release Benefit accounts) rose 
from £153.8 to £160.3 million. On this evidence, holiday in- 
fluences do not seen wholly to invalidate comparison between the 
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Consent of the Treasury has been obtained to this offer under Regulation 6 of the Defence (Finance) Regulations, 1939. 


GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA CONVERSION LOAN 


OFFER OF CONVERSION TO HOLDERS OF 
£17,098,392 COMMONWEALTH OF AUSTRALIA 4% REGISTERED STOCK, 1943-48 


(for which notice of repayment on 15th April, 1947, has been given.) 


1,417,801 WESTERN AUSTRALIA 33% INSCRI3ED STOCK, 1927-47 


£18,516,193 





(maturing ist June, 1947.) 


INTO 


Government of the Commonwealth of Australia 
2: per Cent. Registered Stock, 1970-1975, 


at the rate of £100 per cent. 


Interest payable 15th April and 15th October. 
Six months’ Interest will be paid on 15th October, 1947. 


The Government of the Commonwealth of Australia will comply with the requirements of the Colonial Stock Act, 1900, in order that Trustees may invest in the Stock 


subject to the provisions set forth in the Trustee Act, 1925. 


Commonwealth Bank of Australia is authorised by the Government of the Commonwealth of Australia 
to offer to holders of the above-mentioned Stocks, CONVERSION, in whole or in part, into an equal amount of 
Kovernment of the Commonwealth of Australia 2} per cent. Registered Stock, 1970-1975. 

Holders of Commonwealth of Australia 4 per cent. Registered Stock, 1943-1948, who convert, will receive 
on 15th April, 1947, the usual six months’ interest then due. 

Holders of Western Australian 3} per cent. Inscribed Stock, 1927-1947, who convert, will receive on 
16th April, 1947, interest payments as follows :— 

(a) £1 fis. 3d. per cent. (less tax), representing 4} months’ interest at the rate of 34 per cent. per 
annum from Ist December, 1946, to 15th April, 1947. 
(0) 2s. 6d. per cent. (less tax), representing 1} months’ interest for the period 15th April, 1947, 
to Ist June, 1947, the difference between the rates of 34 per cent. on the maturing Stock and 
ss 2} per cent. on the new Stock. 

Six months’ interest on the new Stock will be paid on 15th October, 1947. 

Holders accepting the offer of conyersion must lodge their acceptances on the appropriate forms: in the 
case of the Commonwealth of Australia’ 4 per cent. Registered Stock, 1943-1948, at ComMONWEALTH BANK OF 
Ausrratta, 8, Old Jewry, London, E.C.2, and in the case of the Western Australia 34 per cent. Inscribed Stock, 
Se 
1927-1947, at Westminster Bank Limirep, Stock Transfer Office, 9, Old Broad Street, London, E.C.2. 
Forms for Conversion have been posted to the Stockholders, or, in respect of joint accounts, to the Stockholder 
fist named in such accounts. 

g Any Commonwealth of Australia 4 per cent. Registered Stock, 1943-1948, not converted, will be paid 
or at par on 15th April, 1947, together with the six months’ interest then due. The books of the Stock will 
be finally closed for transfers on the evening of 14th March, 1947. 


Any Western Australia 3} per cent. Inscribed Stock, 1927-1947, not converted, will be paid off at par 
on 2nd June, 1947 (Ist June, 1947, falling on Sunday), together with the six months’ interest then due. The 
books of the Stock will be finally closed for transfers on the evening of Ist May, 1947, ' 

If conversion acceptances and cash allotments (the cash list closed on 22nd January, 1947) do not reach 
the total of £18,516,193, the balance of the new Stock will be taken up for cash at £100 per cent. by Common- 
wealth Bank of Australia. 

The revenues of the Commonwealth of Australia alone are liable in respect of this Stock and the Interest 
thereon, and the Consolidated Fund of the United Kingdom and the Commissioners of His Majesty's Treasury. 
are not directly or indirectly liable or responsible for the payment of the Stock or of the Interest thereon, on 
for any matter relating thereto.—40 and 41 Vict., cap. 59, sec. 19. 

A commission of 5s, per £100 Stock will be paid to Bankers and Stockbrokers on allotments made in respec 
of conversion acceptances and cash applications bearing their stamp. 

Full Prospectuses, with Statistical Statement relating to the Commonwealth of Australia, may be obtainec 
from COMMONWEALTH BANK oF AustTRaLia, 8, Old Jewry, London, E.C.2; Wersraunster Bank Limirep, 
Stock Transfer Office, 9, Old Broad Street, London, E.C.2; from Messrs. R. Nivison & Co., 6, Threadneedle 
Street, London, E.C.2; at the Offices of the Government, of the Commonwealth of Australia, Australia House 


Strand, London, W.C.2, and from the Agent-General for Western Australia, Savoy Houre, Strand] 
London, W.C.2, 


COMMONWEALTH BANK OF AUSTRALIA, 
8, OLv Jewry, Lonpor, E.C.2. 
20th January, 1947. 


The List for Conversion Applications will remain open until 3 p.m. on Wednesday, 5th February, 1947. 
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two quarters. Hence the increase in net cash receipts from all 
sources, from £39.0 muinon to £50.5 million, looks tolerably 
reassuring. But the autumn is undoubtedly a good season from 
the savings point of view, and an average of no more than 
£3-9 miilicn per week is extremely small. It contrasis with £125 
million in the corresponding period of 1945, but then subscrip- 
tions were inflated by the Thanksgiving Campaign and the first 
threats of interest reductions. The cash yield for the whole of 
1946 was £323 milkon, an average of £6.2 million per week, 
but these figures, too, afford no yardstick for measurement of the 
current trend because of the heavy inflaticn of sales earlier in rhe 
year by the advance notice of the withdrawal of the 3 per cent 
Defence Bonds. If these special receipts are put at £54 million 
(as The Economist suggested in a detailed analysis on November 
2nd), the adjusted average for net receipts in 1946 from smail 
savings as a whole would be about £5.2 million per week. On 
this basis, the current rate locks rather disquieting. It ought 19 
be noted, too, that during the past quarter £8} million of the 
first series of 3 per cent Defence Bonds has been paid off at 
maturity ; ceinvestment of this sum would account for the buik 
of the increased net savings during the quarter. 


* * * 


Compagnie Francaise des Pétroles 


A clarification of the Business Note headed “ Oil Agreements 
Challenged ” which appeared on page 116 of last week’s issue of 
The Economist is desirable. This note stated that the Compagnie 
Frangaise des Pétroles was blacklisted during the German occupa- 
tion of France. Technically, this statement is not accurate, for 
blacklisting during the war applied only to concerns in neutral 
countries, whereas companies in enemy-occupied territory came 
under the Trading With the Enemy Regulations. It is, in fact, 
understood that the Custodian dealt as favourably as possible with 
the external activities of concerns which found themselves, by 
no fault of their own, under enemy occupation and control. That 
was true of the Iraq interests of the Compagnie Frangaise des 
Pétroles. Last week’s statement about the Compagnie was based 
on reports about the American oil companies’ attitude towards 
the 1928 contract. The facts of the Compagnie’s position during 
the war, as set out above, should clearly count the more favourably 
in its relations and negotiations with the American oil groups. 


* * * 


Bills and Revenue 


A welcome sign of the approach towards a more normal 
budgetary situation has been apparent this month in the reappear- 
ance of really substantial surpluses in the tax-gathering season. 
Although revenue in the first fortnight of this month was running 
a little below last year, mainly in consequence of the reduction in 
the standard.rate of income tax, the surpluses over “ ordinary ” 
expenditure have been much larger. The first Exchequer return 
of the year, covering 11 days, showed a surplus of £51 million, 
compared with less than £1 million a year before, while in the 
week to last Saturday the surplus was £39} million, compared with 
£184 million. Unfortunately, the overall position is not so favour- 
able as these figures imply, for “ below-line ” expenditure has been 
heavy, requiring some £42 million in the 18 days. Moreover, there 
have naturally been considerable surrenders of tax reserve certifi- 
cates, which last week exceeded new issues by £12} million. 
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From the money market point of view, however, the decline in 
expenditure has proceeded sufficiently for the traditional seasonal 
pattern of Government week-to-week financing to be discernible, 
even though the impact of the heavy revenue quarter has been 
softened, by comparison with pre-war days, by the smoothing effect 
of PAYE. Seasonal influences, and not any reversal of floating 
debt policy, explain the under-allotment, by £54 million, of the 
£170 million of Treasury Bills offered for tender last week. Two 
under-allotments occurred in January, 1946, but then the authori- 
ties made good the consequential inroad into the available supply 
of bills by offering and allotting a correspondingly larger amount 
in each following week. Thay will not happen this year, for the 
amount offered at yesterday’s tender was £10 million below the 
recent offering, at £160 million, which is the nominal amount of 
weekly maturities for the next six weeks. Nominal matugities of 
Treasury deposit receipts next. week are no larger than this week’s 
and they will be only moderately larger in the following weck, 
so that a further under-allotment of the bill issue may be necessary 
to enable the authorities to return their surplus receipts to the 
market. In a fortnight’s time, however, TDR maturities will rise 
steeply. 

* * * 


Big Reflux of Currency 


The seasonal return of notes from active circulation after the 
holiday is this year running right up to the best expectations. Early 
in 1946 the movement of currency for the first time since 1939 
resumed its normal pattern: the return of notes from circulation 
in the seven weeks or so after Christmas exceeded, as is normal, 
the amount that had gone into circulation in the four or five weeks 
before Christmas. Last year’s reflux, given the high level of the 
total circulation, was therefore the largest then ever known. But 
it is being surpassed this year. In each of the past four weeks 
the total circulation has fallen more rapidly than in the correspond- 
ing weeks of earlier years :— 


ActivE Note Crircutation (£ Million) 


1944-45 | 1945-46 1946-47 
SORMOMNIRE s scares teveaoaes 1242-0 | 1379-9 | 1428-2 
Subsequent Fall :— 
[tM ss. cistvossernenes 3-6* 5-1 6-6 
PE sR ck abe hes aw aeee 6-8 16-0 19-6 
BN ak: apxeethsabneyexnce 11-2 14-1 16-4 
PERS coca reece oss xen 2-7 10-0 14-1 


* Fortnight : comparison distorted because recorded peak was touched ou Dec. 20 aud 
thus did not reflect the full Xinas demands. 


Measured from the low point reached in November, the Christmas 
demands this year were 17 per cent larger than in the previous 
year, but the subsequent reflux of notes this year, at £56.7 million, 
has been 25 per cent larger, so that seven-eighths of the holiday 
currency has already returned. This welcome experience supports 
the view that the larger note requirements this Christmas did not 
reflect any change in the improving trend of the circulation, which 
in 1946 showed its smallest rise since the early period of the war. 
It perhaps looks a little less likely than it did a few weeks ago 
that the authorities will this spring feel disposed to make the first 
reduction in the fiduciary issue since before the war ; but such a 
move is being brought within the range of possibility, for there is 
a good prospect that the Bank’s reserve of currency, which now 
stands at £65.7 million, will reach £90 million before the end of 
next month. 





This world-famed Sherry (formerly 
called Findlater’s Fino) could not be 
registered under that name and there- 
by protected from imitators. For the 
safeguarding therefore of our world- 
wide clientele we have re-named it— 
Findlater’s Dry Fly Sherry. 


FINDLATER MACKIE TODD 4 CO. LTD. 


Wine Merchants to H.M. The King, Wigmore Street, London, Wax | 
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One of the finest investments 
in the world... 


21% DEFENCE 
BONDS 


EVERY 2£5 INVESTED WILL HELP TOWARDS 
THE NATIONAL TARGET OF £520 MILLIONS 
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COMPANY MEETINGS 


MIDLAND BANK LIMITED 


RETURN TO PEACE-TIME SYSTEM 
SUBSTANTIAL HEADWAY ACHIEVED 
EXPANSION OF OVERSEAS ACTIVITIES 
LORD LINLITHGOW’S REVIEW 


The annual general meeting of the Mid- 
land Ba:axx Limited will be held, on the 29th 
January, at the Head Office, Poultry, Lon- 
don, E.C. 

The following is the statement by the 
Chairman, the Most Hos:. the Marquess of 
Linlithgow, K.G., K.T., on the report of the 
directors and balance-sheet for the year to 
December 31, 1946:— 

The continuing stringencies experienced in 
one way or another by every one of us have 
given a widespread impression that the 
transition from war economy has been dis- 
appointingly slow. The self-evident effects 
of war-time disruption of economic activity 
have obscured the fact that within the busi- 
ness life of the country substantial headway 
has been made towards the establishment of 
a smoothly working peace-time system. 1 
propose to illustrate that fact, in my review 
of the affairs of our Company, by calling 


attention to the progress of reconversion in 
banking. 


RETURN OF STAFF 


At the height of the war effort more than 
half our permanent male staff, clerical and 
non-clerical together, were in the Forces, 
but, apart from the casualties—mercifully 
much lighter than in the first world war— 
which we lament, practically all have now 
returned to their work in the Bank or its 
affiliated Executor -and Trustee Company. 
Whereas when the fighting ceased there were 
8,500 Midland Bank men and women, 
counting both permanent and temporary em- 
ployees, in the fighting services, today the 
number is about 2,700, consisting almost en- 
tirely of young men who came into the Bank 
from school, on a temporary basis, and have 
since been called up. The staff at work in 
the Bank, including the Executor and Trus- 
tee Company, has risen from the low war- 
time level of under 12,000 to 15,300, or more 
than a thousand above the pre-war total. 
Meanwhile, however, the volume of busi- 
ness to be handled has grown. 

Our chief concern in the process of re- 
absorption from the Forces has been to 
provide returing men with the concentrated 
training or re-training necessary to fit them, 
after an absence in many cases of six years 
or even more, for their work in the Bank, 
and further, to give them proper opportuni- 
ties for the exercise of personal qualities 
developed during war service. We therefore 
made plans, in conjunction with the Staff 
Association, under which every member of 
the permanent staff resuming Bank work 
should be welcomed personally, on his return 
to the Bank, by a reception committee made 
up of head office officials, branch managers 
and representatives of the Staff Association, 
with whom his banking record and war ser- 
vice could be reviewed in relation to his 
aspirations for the future. Nearly 5,000 men 
have been individually interviewed in this 
manner, and, while the procedure has placed 


a heavy burden on the panel of members of 
the committee, I am sure that their efforts 
have been well spent. 


** REFRESHER COURSES’ 


Many of the returning men have had the 
benefit also of “refresher courses” in our 
own training branches. The first of these 
was established, as an experiment, in London 
early in the war in order to give an inten- 
sive practical training to boys and girls com- 
ing straight into the Bank from school with 
the prospect, for the boys at least, of only 
a short period of Bank work before being 
called up. We now have nine training 
branches, placed at convenient centres 
throughout the country, and 6,000 juniors, 
have received tuition there. At present, 
however, the work of training branches 
is concerned to only a small extent with the 
elementary instruction of new juniors, and 
much more with meeting the needs of re- 
turning ex-service men, over 2,000 of whom 
have had the advantage of these arrange- 
ments. 

We recognise that nothing can provide a 
complete substitute for the knowledge and 
skill that come from practice, but the experi- 
ment in preparing members of the staff for 
the more rapid and intelligent assimilation 
of the lessons of experience has shown it- 
self to be abundantly justified. Accordingly 
it is our intention, for the future, that all new 
entrants into the Bank’s service shall pass 
through the training branches, while we shall 
continue to develop them for the further 
training of selected men at more advanced 
stages in their careers. Ordinarily, more- 
over, members of the staff are expected to 
obtain the certificate of the Institute of Ban- 
kers, which is regarded as providing the 
basis of professional qualification. 

Reconversion has not made such rapid 
progress as might have been desired in res- 
pect of premises. Much war damage has 
been made good, in whole or in part, at the 
600 and more branches which sustained 
damage in greater or less degree, but, owing 
to building controls, we have hardly been 
able to make a start on the process of over- 
taking war-time arrears of maintenance and 
replacement, while none of the thirty-one 
branches totally destroyed has been rebuilt. 
Meanwhile, with more staff available, we 
have been able to reopen many offices, par- 
ticularly sub-branches, which were closed 
during the war. Altogether, we have about 
1,950 Offices open throughout the country, 
as against more than 2,100 in August 1939 
and less than 1,800 towards the end of the 
war. 


RE-EXPANSION OF ACTIVITIES 


Another sign of the return to full service 
of the public is to be seen in the resumption 
of publication of the “Midland Bank 
Review”. We beleve it to be desirable, to- 
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day perhaps more than at any previous time, 
that everything possible. should be done to 
spread ~ knowledge and understanding of 
economic conditions and problems. We feel, 
too, that a bank, by reason of the wide range 
of information gathered in the course of its 
business, has a part to play in this healthy 
process. Partly for this purpose and partly 
for the assistance of the management in the 
conduct of the Bank’s business, we have 
strengthened our internal organization for 
economic information and research. 


I turn now to the actual day-to-day busi- 
ness conducted by the Bank, and first I 
would deal with the two major, traditional 
services of banking—the operation of a safe, 
rapid and economical system of transmitting 
money and the provision of credit for the 
conduct of business in its endlessly varied 
phases. There has naturally been a continu- 
ous increase, after a short recession at the 
outbreak of war, in the turnover on current 
accounts—I say naturally because of the 
higher level of business activity and the rise 
in prices. The turnover on current accounts 
with this Bank has nearly doubled between 
1938 and 1946, while the amount of cash 
passing over our counters is also much larger 
than before the war. More significant in 
the present context is the fact that the num- 
ber of cheques and similar documents dealt 
with shows an appreciable enlargement, the 
increase having been most marked in the 
provinces. Then again, may new accounts 
have been opened at our branches all over 
the country, this expansion having been par- 
ticularly noticeable during the past half-year. 
It follows that the amount of routine work in 
the day-to-day conduct of accounts is larger 
and continues to grow; the same is true also 
of the volume of work arising from the task 
which, though new to the banks, is of a 
somewhat similar character, namely that 
associated with clothes rationing. 


PROVISION OF CREDIT 


On a comparison of pre- with post-war, 
everyone knows that there is a different story 
to tell of the other main, traditional function 
of commercial banks, the provision of credit. 
For some years before the war a tendency 
towards self-financing had been perceptible 
in industry and trade; the tendency became 
more marked during the war, and was 
strengthened by enforced running-down of 
stocks in many branches of business, gener- 
ally restricted private trading opportunities, 
deferment of expenditure on repairs, replace- 
ment and rebuilding, and the provision by 
Government departments of finance for op- 
erations which ordinarily might have been 
conducted on bank credit. At that stage, 
moreover, bank lending was concentrated on 
production essential to the war effort. The 
specifically war factors have been working 
themselves off to some extent during the past 
year or so, resulting in a substantial increase 
in bank advances, to about the pre-war level: 
but when allowance is made for higher prices 
and costs in industry and trade the total is 
still well below the pre-war volume. So also 
is the number of advances outstanding, 
though here too an increase has occurred 
since the war ended. The fact that to some 
extent war factors are still in operation, in 
the form of shortages of supply and restric- 
tions on physical reconstruction, suggests 
that the re-expansion of advances may be 
expected to continue. Moreover, while some 
outlets for lending have been permanently 
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narrowed—I am thinking, for example, ct 


the new central Governaieht ‘arrangements - 


for meeting a large part of the borrowing 
requirements of local authoritics—the open- 
ings for enterprise in industry and trade are 
presenting the banks with opportunities for 
lending in which they can practise, with due 
regard for the prudence required by. their 
responsibilities to depositors, their long- 
established aptitude for informed and _ tar- 
seeing judgment of business and personal 
capacity. Thus our own “ special advances,” 
by which we lend for small-scale enterprise 
on ‘the basis primarily of the character and 
capacity of the borrower, now number about 
1,500 and exceed {£2} millions in amount, 
ex-service men being prominent among those 
assisted in this particular way. ‘The process 
of advancing to enterprise still remains that 
particular part of the business which calls 
most insistently for the exercise of the 
special, highly trained qualities of the banker. 


INTERNATIONAL BUSINESS 


One section of the Bank’s activities which 
-has conspicuously reflected the process. of 
reconversion from war to peace is that con- 
cerned with overseas trade and international 
transactions generally. The Midland was 
the pioneer among joint stock banks in enter- 
ing the foreign exchange field on its own 
account, and in the course of a generation 
built up an unrivalled position in respect of 
both the volume and quality of its service. 
It has been my privilege to visit, since I 
became Chairman, various countries in the 
Middle East and in the Americas, and every- 
where I have been impressed—as have offi- 
cials of the Bank visiting .those and. other 
territories—with the warmth of the welcome 
received and the high esteem in which the 
name and service of the Midland Bank are 
held. I attribute this not only to the direct 
value of day-to-day association with us, but 
also to the fact that we have throughout 
maintained the policy, which we have no 
intention of reversing, of operating abroad 
solely through local banks rather than 
through branches or subsidiary or affiliated 
undertakings of our own. 


With the outbreak and extension of the 
war, foreign business naturally fell away 
sharply and heavily; moreover, it underwent 
a change of character, becoming concerned 
preponderantly with carrying out the official 
foreign exchange regulations, the mobiliza- 
‘tion of overseas assets and similar war tasks. 
The concentration of import trade in Gov- 
ernment departments and the deliberate 
centraction of exports severely diminished 
the opportunities for normal business. The 
staff of the Overseas Branch, along with the 
special branches in provincial centres closely 
identified with foreign trade, declined from 
about 700 in 1939 to well under 300 in 1944. 
So rapid however, has been the re-expansion 
since the end of the war that the staff is now 
appreciably larger than in 1939 and even so 
is heavily strained to cope with the volume 
of work to be handled. 


HIGHLY GRATIFYING FACTORS 


Among the factors contributing to this 
re-expansion are some which can be read 
as highly gratifying from the national point 
of view, in that they indicate not only a 
rapid growth of the country’s export trade, 
but an unimpaired degree of confidence, on 
the part of traders abroad, in sterling and in 
the technical services available in London as 
a financial centre. Thus the amount of Mid- 
land Bank confirmed credits and acceptances 
outstanding, which declined to very small 
figures during the war, is several times what 
it was in 1938. Everyone, I think, has been 
surprised by the size and rapidity of the 
expansion in the use of documentary credits, 
the number of which opened by our Bank 
.during the past: half-year is more than twice 
what is was eight years ago. The strength 
of the increase is to be traced largely to Brit- 
ish export trade, but also to a growing 
demand abroad for London bankers credits 
as a means of financing movemenis of ccm- 


-concerned. .- 


modities in which this country is not directly 
Some of ‘the biggest among 
recent credits have covered shipments be- 
tween countries other than Great Britain— 
many of them outside the sterling area—of 


_ such commodities as wheat, fish, meat, jute, 


rubber and phosphates, and this type of 


transaction is becoming more and more 


prominent in our business. There has also 
been a welcome recovery in the volume of 
foreign bills collected on behalf of customers. 


RESUMPTION OF OVERSEAS TRAVEL 


The resumption of overseas travel, while 
m some degree to be regarded as a restora- 
tion of personal freedom and: of holiday 
facilities, is also an indispensable part of the 
strategy of the export campaign; and here 
too the growth of our business is illustrated 
by the fact that for the past half-year the 
issue of Midland Bank travellers’ cheques, 
which almost vanished as the war went on, 
was twice as large in number as for the 
second’ half of 1938. You -will doubtless 
have read of our branches on the Queen 
Elizabeth, which will ‘shortly be paralleled 
by similar offices on the Queen Mary—the 
two great Atlantic liners which are in them- 
selves .a lasting tribute alike to the vision of 
the owners and the technical excellence of 
the builders and all associated with them. 
Between them the sister ships are to main- 
tain a weekly service capable of transporting 
no less than 200,000 people to or fro in a 
year; and we take particular pride in having 
resumed our pre-war practice of providing 
a full banking service for -business men and 
others, whether. British or foreign, travelling 
across the Atlantic in the principal ‘Cunard- 
ers. As this traffic comprises a continuous 
demonstration of the unimpaired quality of 
British shipping, so our branches on board 
testify to the international worth of British 
banking service. 


BANK’S HELP FOR EXPORT TRADE 


As a bank we can, I think, claim some 
small part of the credit for the rapid re- 
expansion of the country’s export trade and 
the re-establishment of sterling as a world 
currency. Before the war ended we made 
plans to ensure that no opportunities for 
British export trade should be lost ‘for lack 
of knowledge which the Bank was in a posi- 
tion to supply; and today we have a con- 
siderable department, within our Overseas 
Branch, providing a specialised advisory 
service to traders conducting foreign business 
and dealing with a wide range of inquiries on 
such matters as export openings, agency and 
other forms of representation abroad, and 
trade, customs and exchange regulations in 
foreign countries. From the other side, we 
appreciate the compliment paid to us in the 
large number of bankers and other visitors 
from overseas who make a point of calling 
upon us during their visits to London and 
by the growing practice among the banks 
abroad of seeking information from us con- 
cerning matters of interest to British trade. 


All this activity has to be carried on within 
the framework of war-time Government 
regulations, now to be made permanent in 
modified form under the terms of the Ex- 
change Control Bill. The work entailed by 
these regulations lays upon us a heavy bur- 
den, which we recognise as being unavoidable 
in the changed position of our country. 
With the post-war re-expansion of trade, the 
control forms dealt with by our Overseas 
Branch already run into several hundreds 
of thousands a year. As the system has 
become settled, much of the work is stan- 
dardised; but our position as agents for the 
authorities, who repose a large measure of 
responsibility in us for ensuring compliance 
with the regulations, means —: constant 
scrutiny has to be exercised and _ skilled 
knowledge and judgment continuously 
applied to the details of all transactions. 
Moreover, many proposals require special 
consideration, frequently involving intricate 
discussions by us on behalf of our customers, 
with the authorities. To summarize, while 
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over the years our foreign business has 


undergone many changes, we can derive 
satisfaction from its continuing growch and 
from the contribution we are thus able to 
make to the rehabilitation of the country’ $ 
economic welfare. 


EXPANSION IN. OTHER DEPARTMENTS 


Another type of business associated with 
the banks which has shown marked expan- 
sion is that of executorship and trusteeship. 
With us, this is concentrated in a separate 
company which, however, is wholly owned 
and controlled by the Bank, thus forming 
an integral part of our organization and being 
subject to precisely the same condition of 
utmost secrecy and confidence concerning 
customers’ affairs as applies to ordinary 
banking relations. Contrary to experience’ in 
the foreign department of the Bank’s activi- 
ties, there was, in the very nature of the 
service rendered, no war-time contraction -in 
the Company’s business; indeed, it emerged 
from the war. with roughly half as much 
again as at the beginning, and the: growth 
has continued into the peace. Enlargement 
of personnel to cope with the pressure of 
increasing work was impracticable during the 
war, but there are now about 500 men and 
women on the staff as against 300 in 1939. 
Thorough internal reorganisation has put the 
Company in a position to handle additional 
work as it comes along, and the speed of 
administration has been materially improved. 
One branch which was closed during the war 
has’ been reoperied ahd a new one estab- 
lished, making-a total’ of twenty-one distinct 
branches, quite apart from the representation 
of the Company through all the branches of 
the Bank itself; and plans are well forward 
for still further extension. The business 
handled by the Company is widely varied, 
but expansion is continuous; lately, for in- 
stance, there has been a noticeable increase 
in the appointments of the Company as cus- 
todian trustee of pension and superannuation 
funds established by employers, usually on 
a ee basis, for the benefit of their 
staffs. 


GROWTH OF BALANCE-SHEET FIGURES 


In total, therefore, the volume of work 
undertaken within our organisation is greater 
than before the war, though the proportion 
as between different sections of the service 
have altered. Similarly, the balance sheet 
shows marked overall expansion—the total 
at the end of 1946 was two-and-a-half times 
that at the end of 1938—but important 
changes have occurred in the composition of 
both assets and liabilities. Over the past 
year the continuance of “ deficit finance” 
on the part of the Government, the extent 
of which is diminishing as war expenditure 
recedes, has created additional bank deposits, 
and the process has been accentuated by the 
evident preference of the public for keeping 
liquid money available for use as supplies 
of goods and services are enlarged. 


I have mentioned already the upward 
movement in advances, which even s0 
represent less than one-fifth of deposits as 
compared with the one-half or thereabouts 
which was customary before the war. 
Advances and investments together make up 

two-fifths of deposits as against the old stan- 
dard minimum of about two-thirds. For the 
rest, our assets consist mainly of short-term 
accommodation to the Government. Alto- 
gether, the extent to which deposits are 
covered directly by Government obligations 
comes to about thirteen shillings in the 
pound, quite apart from indirect finance pro- 
vided through the money market and by our 
holdings of cash. 


FUTURE OF BANKING 


Much that has been said in this review 
of the Bank’s post-war activities is directly 
relevant to the widely discussed question ot 
the future of banking. The question can 
hardly be answered effectively, that is to say 
by forecasting the relative weight of the 
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constituent functions of banking, until ex-- 
perience has been gained of working under. 
the new conditions—conditions in which the 
financial systém is to be regulated and direc-. 
ted with the deliberate and dominant purpose 
of maintaining a high and steady level of 
employment. The three new . statutes 


designed to this end consist largely of en-- 


abling legislation, under which thy authorities 
have discretion, over a broad area, to act or 
not to act in a variety of ways and to prevent 
or permit a wide rangé of transactions in 
private industry, trade and finance. All of. 
them touch, to an extent which only practice 
can precisely determine, the activities of the 
commercial banks. Moreover, various other 
measures, such as those for nationalising the 
coal and other basic industries and for 


rendering permanent the centralised. buying: 


of raw cotton, must have their effects upon 
the volume and shape of the business the 
banks conduct; and meanwhile uncertainty as 
10 the future of particular industries tends 
to obstruct enterprise in various branches of 
business activity. As regards the effect upon 
banking; however, the history of its develop- 
ment in this country is marked, from the 
beginning, bv a qua'‘ity of adaptability which, 
as I have shown, has been very much in 


evidence once again in the short period since- 


the war ended. I therefore conclude that, 
one way or another, banking has an assured 
lace in the country’s economic structure. 
There is no sufficient: ground for thinking, as 
Jiscussion. of the question might seem to 
have implied, that the davs of enterprise in 
banking are numbered; we find that in- 
vigorating element at work in the various 
developments I have mentioned, and I see 
no reason to suppose that the process of 
adaptation to the everchanging needs of the 
public in their financial affairs will provide 
less opportunity in the future than in the 
past for the quality of enterprise embodied 
in the personnel of our well-tried banking 
system. 


NATIONAL DISCOUNT 
COMPANY, LIMITED 


CONTINUED EXPANSION 


The annual ordinary general meetng of 
the National Discount Company, Limited, 
will be held, at 33, Cornhill, E.C., on the 
29th instant. 

The following is an extract from the cir- 
culated statement by the chairman, Sir 
Charles D. Seligman : — 

The volume oi business has been consider- 
able and the total now amounts to over 
£119 million, being an increase of 30 per 
cent., or some £28 million, over the previous 
year’s figures. Our deposits, which now 
stand at over £116 million, are proof that 
the company has fully shared in the expan- 
sion which has taken place in the discount 
market’s activities during the past year. The 
reserve, which now stands at £1,576,667, has 
been increased to this figure by the transfer 
of £100,000 from the profits for the year and 
of £276,667 from a contingencies account. 

Vhe gross profit for the year is £303,868. 
After deducting expenses and directors’ re- 
muneration totalling £64,650, there remains 
a net profit of £239,218. It is proposed to 
pay a dividend of 2s. 6d. per share, less tax, 
on the “A” shares, making Io per cent. for 
the year, and 9s. 6d. per share, less tax, on 
the “ B” shares, making 15 per cent. for the 
year. The dividend on the “B” shares of 
1§ per cent. for the year is an increase of 
2 per cent., and the directors feel justified in 
proposing this larger distribution in view of 
the steady growth of the company’s profits 
since the last increase was made in 1935. 

In view of the increasing activities and 
continued expansion of the company’s busi- 
ness, the directors in February last appointed 
Mr W. Shepherd, who was sub-manager and 
secretary, to join with Mr Bate in the manage- 
ment of the company, Mr J. W. G. Lee, 
D.S.0., being appointed secretary. 
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“MARTINS BANK. LIMITED 


SATISFACTORY PROFIT RESULT 
‘ INCREASED ADVANCES TO TRADERS 
GOVERNMENT BORROWING 
MR F. A. BATES’ REVIEW 


The one hundred and sixteenth annual 
general meeting of members of Martins Bank 
Limited, is to be held, on the 28th instant, 
at the head office, Liverpool. 

The following statement by the chairman, 
Mr F. A. Bates, M.C., A.F.C., D.L., has 
been issued to members along with the report 
of the directors and balance-sheet for the 
year ending December 31st last: — 

The net profit for the year is £708,763, 
which is £62,956 higher than in the previous 
year. The directors regard this as a very 
satisfactory result. It will be realised that 
part of the addition to profit is due to the 
lower rate of income-tax, and for the same 
reason the members are receiving a larger 
net payment. 

Interim and final dividends have been 
announced and the following allocations 
made : — 


To published reserve ......... £60,042 
To reserve for contingencies £150,000 
To reserve for pensions ...... £50,000 


To premises redemption ...... £100,000 

You’. will observe from the balance-sheet 
the increase during the year of nearly 
£40 millions in the current and deposit 
accounts, bringing the total of this item to 
£252,555,79¢. This increment exceeds by 
some millions that which took place during 
any of the war years. Our experience of 
rising deposits, which is common to all the 
banks, cannot be looked upon as a matter 
for national congratulation in so far as it has 
been based upon an unbalanced Budget and 
further Government borrowing from the 
banks. 


FINANCING TRADE 


Advances have expanded by £12,280,254. 
The ratio of advances to deposits is 17.94 
per cent., against 15.53 per cent. a year ago. 
Analysis of this item shows that advances are 
well spread and that the return to peace-time 
production has, as was to be expected, re- 
sulted in new and heavier calls upon us by 
the commercial community. There has in 
fact been great activity in all the departments 
of the bank’s work and it is very satisfactory 
to note the gradual return to these normal 
banking functions. In accordance with the 
policy of the bank, special attention has been 
given to applications for accommodation from 
the small as well as the large trader. Assist- 
ance has been provided to many small com- 
panies and traders by direct financial help 
and by introductions to those institutions 
whose function is the provision of more per- 
manent capital than is usual under banking 
facilities. 

The liquidity of the balance-sheet con- 
tinues high. Our holdings of cash, balances 
with other banks, market money, Treasury 
bills and Treasury deposit receipts amount- 
ing to £146,768,088 are 57.98 per cent. of cur 
deposits, against 54.49 per cent. a year 2go. 
Early in December an announcement was 
made that, having regard to the character of 
bank assets now ruling, it had been agreed by 
the banks, in consultation with the Bank cf 
England, that the daily ratio of cash balances 
to deposit liabilities will be maintaiaed cn 
the basis of 8 per cent. instead of working 
to a Io per cent. basis on make-up cays. This 
came into effect on December 31st last. 


MORE BRITISH GOODS 


The substantial increase of £5,688,634 in 
contingent liabilities arises mainly from 
credits established toth in this country and 
abroad in connection with foreign trade. 
Owing to the demand for British goods from 


the liberated territories and other countries 
which were cut off fiom supplies during the 
war, the bank has handled an unusually 
large volume of forcign business and the 
number of documentary. credits opened by 
purchasers of Bzeitish goods has been con- 
siderable. 

During the year representatives of the bank 
have visited our banking correspondents in 
various European countries, the United 
States and Canada, and the recent visit of our 
chief generai manager, Mr McKendrick, to 
the leading banks in New York, Boston, 
Montreai and-Toronto will have assisted in 
maintaining our cordial relationship witly 
them. 

1 am pleased to report that our trustee 
department has steadiiy increased its busi- 
ness: During. the last eight years the new 
appointments of the bank as trustees end 
executors have more than trebled, which 
shows how greatly the work of this depart- 
ment is appreciated by our customers. 

Mr C. J. Verity and Mr M. Conacher have 
been appointed joint general . managers, a 
measure necessary to meet the demands of a 
growing business on the time of the general 
management. Both officers have long experi- 
ence of the bank’s affairs. 


VALUABLE FEATURE 


District head offices have always been a 
special feature of the organisation of this 
bank and the valuable work of the district 
boards and officers has been much in evi- 
dence. Their cccessibility, we find, adds 
greatly to the convenience of our customers 
in having their problems considered with 
speed and local understanding. 

I have further to report that the readjust- 
ment ot the staff following the return of 
Service men has been nearly completed and 
with greater ease than was anticipated. I 
am glad to say that it has been possible to 
oifer permanent appointments to a large sec- 
tion of our temporary staff. In briefly re- 
viewing the year’s work, I take the oppor- 
tunity of thanking all members of the execu- 
tive and staff for their services, not only at 
the head office, but also in the district head 
ofttces and all branches of the bank, to whose 
initiative the satisfactory results achieved are 
iergely due. I find the zeal and the quality of 
the service afforded at every branch most 
commendable. 


THE CHAIRMANSHIP 


Changes in the bank’s directorate have 
been referred to in the report, and I now 
wish to inform the members that, owing to 
the death of my brother, Sir Percy Bates, last 
October, I felt it my duty to accept the 
chairmanship of the Cunard Steamship Com- 
pany Limited, and Cunard White Star 
Limited, which prevents me from giving so 
much time to the affairs of the bank. I have, 
therefore, with much regret, asked the board 
to permit me to retire from the chair, a posi- 
tion in which I have had the honour of 
serving during the last eight years. The 
directors have agreed tu release me imme- 
diately after the annual general meeting to be 
held on January 28th, and they have chosen 
Mr A. Harold Bibby to succeed me as chair- 
man for election at the first board meeting 
thereafter. Mr Bibby is well known to the 
proprietors, having been a member of the 
board since 1929. His wide experience of 
commerce and industry both in home and 
foreign trade is of great value to the bank. 
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NATIONAL PROVINCIAL BANK. LIMITED 


RESERVE FUND REACHES £10,000,000 
DRAWBACKS AND ADVANTAGES OF CHEAP MONEY 
NEED FOR HARD WORK AND ENTERPRISE 
CAPT E. C. ERIC SMITH’S STATEMENT 


The one hundred and fourteenth annual 
general meeting of the National Provincial 
Bank Limited will be held, on the 3oth 
instant, at the Head Office, 15, Bishopsgate, 
London, E.C. 

The following is the statement by the 
Chairman, Captain E. C. Eric Smith, M.C., 
circulated with the report and accounts :— 


BOARD OF DIRECTORS 


At the annual-meetings of the last thirteen 
years, it has been our privilege to sit under 
the chairmanship of Lord Colgrain and to 
receive from him a review of the situation of 
the bank and of the conditions of finance 
and trade. The announcement of Lord 
Colgrain’s wish, by relinquishing the chair, 
to seek some relief from his heavy responsi- 
bilities has already been made public. I 
would desire to express to him our deep debt 
of gratitude for the work he has done for 
the bank since he joined the board in 1903. 
As you know, for four years he was deputy- 
chairman and he has occupied the chair since 
1933. I am happy to tell you that Lord 
Colgrain will retain his seat on the board. 

It is with regret that we record the retire- 
ment from the board in March, 1946, of Mr 
Francis Alexander Johnston. Mr Johnston 
joined the board in 1919 and was thus the 
senior director of the bank after Lord 
Colgrain. He was deputy-chairman of the 
bank from November, 1933, to February, 
1937, when he retired from that position 
whilst remaining. a member of the board. 
For these many years the bank has enjoyed 
Mr Johnston’s discernment in business which 
was always accompanied by great personal 
charm. 

Sir Frederic A. Aykroyd, Bart., has retired 
from the Bradford and District Local Board 
of the bank, which has thus lost the benefit 
of his great knowledge of the business of the 
West Riding, from which it had profited for 
so many years. Mr Ceeil William Aykroyd 
and Mr Ronald Arthur Charteris Foster have 
been appointed local directors of the bank 
for Bradford and district. Sir Victor G. 
Carey has been reappointed to the local board 
in Guernsey, on relinquishing his appoint- 
ment as bailiff. 


MANAGEMENT AND STAFF 


The management and staff have con- 
tinued to render loyal service to the bank 
throughout a year which has presented many 
difficulties. The weight of work has sub- 
stantially increased during the year and, 
unfortunately, much of it arising from 
policies outside our control is unremunera- 
tive. Nevertheless no effort has been spared 
by the staff to maintain and, wherever pos- 
sible, to improve the efficiency of the service 
which the bank renders to its customers and 
to the community. 

Our staff department has had to deal with 
the heavy task of placing some 3,000 members 
of the permanent male staff who have already 
returned from the Forces. We welcome these 
men back and are proud of their service to 
the country. It is not only pleasant but 
most satisfactory to record that, with few 
exceptions, they have quickly adapted them- 
selves to the work of the bank and are 
showing commendable keenness in acquiring 
a knowledge of the changes which have 
occurred during the years they have been 
away. We have also taken back into our ser- 
vice upon demobilisation some 400 men who 
joined us on a temporary basis during the 


war and who have sought reinstatement. In 
due time we hope to be able to offer per- 
manent employment to those for whom there 


- are vacancies and who have shown them- 


selves adapted for work in the bank. 


COUTTS AND COMPANY | 


The balance sheet of Messrs Coutts and 
Company, as at December 31st last accom- 
panies our own report and accounts. The 
business, with its well-known head office 
at 440 Strand, and its City office in Lombard 
Street, established in 1772 as Robarts. Lub- 
bock and Company, together with branches 
in the West End of London, has continued 
to make satisfactory progress. 

Recently, Sir Jasper Ridley succeeded Mr 
Ronald Malcolm as chairman of Messrs 
Coutts and Ccmpany. Shareholders will 
learn with satisfaction that Mr Malcolm, who 
has served Messrs Coutts and Company as 
a director and as chairman for over fifty 
years, will continue as a director to give 
to the business the benefit of his long 
experience 

To Sir Jasper Ridley, who is our own 
deputy-chairman, we tender our best wishes 
for a long and successful tenure of office as 
chairman of Messrs Coutts and Company. 


GRINDLAY AND COMPANY, LIMITED 


This business, which maintains a particu- 
larly close relationship with its European and 
Indian clientele, also presents a balance sheet 
which discloses a satisfactory and liquid state 
of affairs. The political situation in India 
calls for the exercise of wisdom, patience and 
goodwill from all parties and communities. 
The trading potentialities are most promising 
and it is sincerely to be hoped that a work- 
able settlement of the manner in which 
India is to be governed will be reached and 
without undue delay so that India, by in- 
creasing the standard of living and the 
prosperity of her peoples, may play her part 
in the betterment of the world as a whole. 
It has, in the past, been the practice of the 
directors of Messrs Grindlay and Company, 
Limited, to pay. frequent visits to India. The 
war interfered to some extent with these 
journeys, but since hostilities ceased they 
have recommenced. Since last we met, Mr 
Donald Campbell has returned from India 
and Mr Grant and Brigadier Low are at 
present there and have also visited Ceylon, 
Burma and Singapore. 


FOREIGN AUXILIARY 


Very satisfactory progress has been made 
by Lloyds and National Provincial Foreign 
Bank, Limited, during the year in the re- 
establishment of its position as an important 
financial factor in the countries in which it 
is represented. Commercial business of 4 
very satisfactory nature is being handled by 
the bank, particularly in the financing of the 
movement of raw materials and in the 
manipulation of wool and the process of its 
manufacture into cloth. 

The business is prudently and capably 
managed and in such circumstances can be 


regarded as an asset of considerable value 


to its parent institutions. 
STATEMENT OF ACCOUNTS 


The most noteworthy change in our 
balance sheet figures for December 31, 1946, 
as compared with those at the end of 1945 
is an increase in current, deposit and other 
accounts from £619 million to £726 million. 
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I have some reference to make a little 
later to this movement which has been 
common to the clearing banks as a whole. 

The assets by which the item is repre- 
sented on the other side of our balance 
sheet show certain changes. Cash, loans to 
the discount market and bills together total 
£216 million as against £165 million a year 
ago.. Treasury deposit receipts amount to 
£206 million compared with £200 million 


‘ and investments stand at £159 million as 


against £133 million. 

Advances to customers and other accounts 
amount to £154 million. The figure a year 
ago was £131 million. The increase in the 
amount we have lent to our customers as 
shown by a comparison of the two accounts 
is therefore £23 million, but in consequence 
of the increase in the amount of money 
lodged with us, the ratio of advances to 
deposits shows little change. 

* 


PROFIT AND LOSS ACCOUNT 


The figures which are before you fall into 
line with the conditions governing money 
values in this country during the year. 

The period has been one of declining 
yields in the gilt-edged market and the effect 
of this spread throughout banking activities 
has been felt in a reduction in the margins 
out of which banks make their profits. The 
maintenance of the services which the 
clearing banks render to their customers is 
reflected in the substantially higher cost of 
salaries and overheads generally. Increased 
resources . flowing from increased deposits 
have to some extent enabled us to meet this 
situation, and our net profit for the year 
is £1,331,071 4s. 5d. compared with 
£1,356,025 4s. 4d. for the previous twelve 
months. We bring in from our 1945 accounts 
the sum of £814,397 2s. 8d., making a dis- 
posable total of £2,145,468 7s. Id., out of 
which in August last an interim dividend at 
the rate of 74 per cent. per annum was paid, 
costing £391,025 18s. 2d. 

We recommend that the balance be dis- 
posed of as follows :— 

£ s. d. 


The payment of a final divi- 

dend at the rate of 73 per 

NE. <osbn. asrGibaoasesnuberane 391,025 18 2 
and the following transfers: 


To bank premises account ... 100,000 90 0 
To pension fund 150,000 0 © 
To reserve fund ............... 250,000 0 © 


leaving £863,416 10s. 9d. to be carried 
forward. 

Your attention is particularly drawn to the 
transfer to the reserve fund. For some years 
our published reserve has stood at a figure 
of £9,479,416, equal to our paid-up capital. 

The bank’s liabilities have steadily and 
substantially increased, and in consequence 
your directors have decided that it is proper 
that the published shareholders’ funds, 
represented by capital and reserve fund, 
should now move in the same direction. To 
increase the reserve fund from £9,479,416 
to £10,000,000 requires £520,584. 

From our internal free reserves we have 
transferred £270,584 which, with the 
recommended appropriation of £250,000 out 
of our profits for last year, provides the 
necessary transfer to establish our reserve 
fund at £10,000,000. 


OUTLOOK 


I have referred elsewhere to the growth of 
the bank’s deposits. During the eleven 
months to November last year deposits with 
London clearing banks as a whole have 
increased by £652 million to a total of 
£5,502 million. As regards roughly 80 per 
cent. of these deposits, the countervailing 
assets are obligations of the Government. 
This position merits considerable reflection 
bearing in mind the fact that in 1938 
advances to customers represented 45 per 
cent. of deposits as compared with to-day’s 
ratio of under 20 per cent. So long 
as the existing tendency persists, this 
bank will do its utmost to secure 
its proper share of such _ increased 
deposits. It is, however, more than doubtful 
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whether such a rapid transfusion into the 
blood-stream of the country is beneficial. 
Many people will agree that the’ time has 
now come when, if the old-fashioned offices 
of the barber with his bleeding bow! could 
be introduced, it would be better for the 
patient. We are frequently told that the 
credit of the country has steadily improved 
since the present Government's advent to 
office. If by this it is meant that the Govern- 
ment has been able to borrow at progres- 
sively cheaper rates, the statement is un- 
doubtedly correct. It should, however, be 
borne in mind that circumstances have not 
been conducive to the willing-buyer, willing- 
seller atmosphere. The restrictions imposed 
by the Capital Issues and Exchange Controls 
and the limitations of the Trustee Act have 
had a material influence on the outcome of 
conversions. 


CONVERSION OPERATIONS AND NATION’S 
CREDIT 


Each operation has been handled with 
conspicuous ability and the technique em- 
ployed in each case has followed the same 
course with much the same results. It has 
usually taken the investor some time to 
appreciate the tightness of the corner into 
which he had been driven, but, once this 
had sunk in, he has capitulated. Such a 
market can hardly be described as a free 
one ; in fact, in the case of trustees bound 
by a trust instrument executed some years 
ago and incorporating an investment clause 
devoid of flexibility, these operations come 
perilously near to forced loans. Conversion 
operations, such as these, are far from a 
true yardstick of the country’s credit. The 
result is merely a reflection of the high 
degree of skill and ingenuity with which 
they have been effected. The real gauge of 
credit is the rate at which money can be 
borrowed in the open market in the face of 
competition. 


CHEAP MONEY NOT UNMIXED BLESSING 


Cheap money is not an unmixed blessing, 
although clearly attractive to a Treasury 
attempting to cope with approximately 
£24,000 million of debt. It carries in its 
train considerable hardship to those who 
live on the income from savings and the 
products of commendable thrift. It reacts 
unfavourably on life insurance and the 
benefits to be derived from pension funds. 
It discourages those with an incentive to 
save and encourages prodigality. It has 
the effect, in the investor’s search for income, 
of inflating stock prices to figures which are 
often entirely out of proportion to asset 
values, and it creates paper profits which 
are frequently as unjustified as they are 
unhealthy. It is, in fact, an additional tax 
levied upon a particular section of the 
community. 

There would appear to be a considerable 
body of people who hold the unfortunate 
view that it is immaterial how much is 
borrowed provided it is borrowed cheaply. 


NATIONALISATION 


_ During the year the nationalisation of 
industry has followed the path already indi- 
cated. Politics apart, few would dispute the 
fact that the only practical justification of 
the nationalisaion of a given industry is the 
creation of an organisation which will func- 
tion more efficiently and to the greater public 
good than its pre-nationalisation constituent 
parts. Unfortunately, this essential aspect is 
apt to be lost sight of, although a favourable 
outcome on these lines is invariably argued 
In justification of every case, after nationalisa- 
tion has been decided upon for purely doc- 
trinaire reasons. 

A bewildering variety of systems of com- 
pensation of the expropriated owners has 
been made use of and the curious pheno- 
menon has arisen of the purchaser fixing the 
price and means of payment. 

Not unnaturally, doubt and misgiving are 
engendered in the minds of the owners and 
Management of “suspect” industries. It is 
not difficult to appreciate that the direction 


of a business whose future is obscured by 
political ideologies’ should tend ‘to some 
degree to lose definition and determination. 
This is not to suggest that indifference is 
likely to arise, but rather resolves. itself into 
“the little moze and how much it is; and 
the little less and what worlds away.” 

The possibility of the imminence of 
nationalisation may quite well, and probably 
unwittingly, operate to sap the vital stream 
of energy which must run strongly through 
any business that is to prosper. There was 
never a time in our history when the en- 
couragement of enterprise in commerce and 
industry was more important than it is to-day, 
and anything which adds uncertainty of 
tenure to the nermal hazards of business can 
react to the advantage of no one. 


EXCHANGE CONTROL 


Exchange control is finding its way on to 
the Statute Book, largely in the form of the 
Defence (Finance) Regulations of the war 
period. While no one will deny the necessity 
of restricting the timorous and craven-hearted 
in a time of national emergency, such -pro- 
longation of restriction as may still be neces- 
sary might well have been continued under 
the old regulations. The exchange position 
at the present time is obviously one of great 
intricacy and the handiing of it calls for the 
utmost care and skill and deserves all the 
support that the commercial and industrial 
community can give. 

Under the terms of the American Loan 
Agreement, sterling, for current transactions, 
must, after July of this year, in the absence 
of exceptional arrangements, be free. This 
will, possibly, increase existing difficulties. 
Notwithstanding present problems, it is a 
pity that Exchange Control] should have been 
accorded a permanent status. It indicates a 
lack of faith in sterling, particularly from 
the capital movement aspect. Capital does 
not seek to escape from sound currency. 


WOOL AND RUBBER MARKETS 


A material increase in foreign trade bills 
would be a welcome feature as an indication 
that international commercial relations were 
once again moving towards the normal. The 
reopening of the overseas wool markets has 
produced a very marked increase in the 
demand for overseas credits. Prices have 
been high, and in the case of the finer wools, 
extremely high, and considerable competition 
has been met from continental and foreign 
buyers. From the beginning of the year, 
the London Rubber Market has reopened 
and this commodity has begun to shake 
off some of the shackles of restriction. The 
operations of the market will be, however, 
under the paternal eye of the Bank of Eng- 
land. It is to be hoped that these two 
commodity swallows will be duly followed 
by a summer, and that other markets will 
be freed and resume their former functions. 


AGRICULTURE 


Agriculture, which has enjoyed a number 
of reasonably good years, although probably 
few farmers would admit it, suffered a con- 
siderable set-back in 1946 through the 
extremely unfavourable weather conditions. 
Weather was bad for the hay harvest and 
quite unspeakable for the straw crops. It 
is immensely to the credit of the farmers that 
they achieved the results they did in the 
face of such disadvantages. What the mill- 
able outturn will be remains to be seen, but 
it will be surprising. if it is not seriously 
affected. This industry is faced in the 
immediate future by a major problem arising 
from the repatriation of prisoners-of-war. 
It is difficult to see where the labour, to 
replace this wastage, is to come rom. Farm- 
ing land continues to change hands at in- 
creasing prices. No particular alarm need 
attach to this at present, but values are 
undoubtedly getting near the top of the 
economic level. 


BUSINESS OUTLOOK 


Although the business outlook does not 
call for deep despondency, it would be 
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foolish to: .regard ‘it: swith unmeasured 


' Optimism. There is a long way to go before 


the .prosperity we once enjoyed can be 
restored. The balance of trade, crippled by 
the loss of a large proportion of our invisible 
exports is at present barely convalescent 
This is an old country and now no longer 
possesses large, latent and unexploited 
natural. resources potentially capable of 
reversing an unfavourable trade position. 
Our chief remaining asset is the skill and 
capacity for hard work of the population. 
This is our principal export commodity, but 
in order to reap any benefits therefrom it 
must operate. In these circumstances, any 
interruption of labour is to be deplored, 
particularly when it arises from trivialities, 
often originated by irresponsible agents, 
which are equally abhorrent to employers 
and organised labour alike. 


The tendency is to regard profits as almost 
immoral and, all too frequently, a desire io 
work provokes derision and hostility. Greater 
latitude is needed to encourage initiative. 
Taxation must inevitably remain at a high 
level but it should be supported by a proper 
economy in public spending and reduced 
Government borrowing. 


Above all, it must be made quite clear to 
the country that, with increased school- 
leaving age and decreased pensionable age— 
both admirable in themselves—the tree is 
being simultaneously root-pruned and lopped 
or, if you prefer it, the candle is being burned 
at both ends. The intervening stratum, 
which represents what is left of the working 
population, has to support, not only itself, 
but both ends. It is surely merely a matter 
of mathematics that, under these circum- 
stances, more work, not less work, is neces- 
sary from every individual. Unfortunately, 
while hard work and enterprise do not 
always receive an adequate reward, inertia 
and idleness too often participate in benefits 
to which they are not entitled. 





MITCHELL COTTS AND 
COMPANY, LIMITED 


DIVIDEND INCREASED 


The ordinary general meeting of Mitchell 
Cotts and Company, Limited, was held on 
the 16th instant, in London, Mr Alexander 
Hamilton, the president, was in the chair in 
the absence of Mr Leonard Akiridge, C.B.E., 
the chairman. 

The following is an extract from the 
chairman’s statement circulated with the 
report and accounts :— 

Post-war problems and the necessary 
consolidation of the largely expanded activi- 
ties of our group of companies have called 
for wide re-arrangements, whereby I have 
relinquished for the time being the managing 
directorship and have been appointed chair- 
man in succession to Mr Hamilton who has 
been appointed president. A large portion 
of my time will be devoted to the affairs of 
our group in the Middle East and the 
African Continent. 

In the opinion of the directors the aggre- 
gate trading profits for the year to June 30, 
1946, can be considered very satisfactory and 
they feel justified in recommending a final 
dividend of 17} per cent., less tax, which 
makes a total of 22} per cent., less tax, for 
the vear, an increase of § per cent. It was 
decided to offer to the Ordinary shareholders 
one new Ordinary share at 25s. 6d. for every 
five held. The offer was made successfully 
in September and the final dividend now 
recommended will be payable upon the 
increased capital. 

Our coal business again shows satisfactory 
results. Our activities in the Middle East 
continue to expand. In South and East 
Africa also our companies have had a busier 
year than in 1945. Although many problems 
still exist, results achieved encourage me to 
believe that the earnings and progress during 
the current year will be maintained. 

The report was adopted, 
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FOLLAND AIRCRAFT LIMITED 
PRODUCTION OF OWN DESIGNS 
MR. ALAN P. GOOD’S REVIEW 


The eleventh annual general meeting of 
Folland Aircraft, Limited, was held, on 22nd 
instant, at Winchester House, Old Broad 
Street, London, E.C. 

Mr. Alan P. Good, the chairman, who pre- 
sided, said: I think that some explanation is 
due to you for the deferment of the meeting 
which we are holding to-day. It has been 
our practice on previous occasions to hold 
the Annual General Meeting in the last two 
or three months of the old year, at which the 
Accounts were presented to the preceding 
30th June. The explanation on this occasion 
is quite simply that we withheld the presenta- 
tion of the year’s Accounts in the expectation 
that we wou'd be able to reach finality in 
the matter of some wartime contracts in 
respect cf which we had outstanding claims 
on the main contractor and on the Ministry 
of Supply. In the main we have been able 
to clear up these outstanding matters and 
include them in the Accounts which are now 
befcre you. 

When I last addressed you I said that we 
did not expect that the next twelve months 
would be a very happy period and that we 
did not expect to be able to come back to 
you with such a good set of figures as on that 
occasion, and this has proved to be the case. 
The year has been a transitional one with 
all the consequent uncertainty concerning the 
future of the industry which we anticipated. 
The early part of the year was occupied with 
working out the wartime contracts which, 
it was reported to you last year, had been 
cancelled following the end of the war in the 
Far East. Much capacity was thereby re- 
leased and, as ycur Company was not in a 
position to go forward immediately with a 
civil project of its own, your Directors turned 
their attenticn to obtaining contracts for work 
on well-known civil type aircraft. It became 
very apparent, however, that these contracts 
were insufficient to absorb the whole of the 
available capacity and attention was there- 
fore paid to acquiring orders for commercial 
work to absorb the surplus capacity. Whilst 
it was anticipated towards the end of 1945, 
however, that there would be a very con- 
siderable contraction in the aircraft manu- 
facturing industry, the characteristic of the 
first half of 1946 was the resurgence of this 
class of work. The Company’s order book 
at the end of 1945 showed that only a little 
over 20 per cent. of the Company’s new con- 
tracts at that date were on aircraft. By June, 
1946, however, the position had altered so 
materially that nearly 50 per cent. of the new 
orders were for aircraft components. .These 
were in the main orders for components for 
civil types, particularly the Vickers “ Viking ” 
and De Havilland “ Dove” machines. In 
addition, the Company has been designing 
and constructing components for the large 
Bristol “ Brabazon ” machines. The trend of 
events in connection with the manufacture 
of aircraft therefore led your Directors to 
believe that the contraction expected last year 
had not materialised to the degree anticipated, 
and the order book shows that a substantial 
recovery in aircraft contracts has been made 
and is continuing. 


FUTURE POLICY 


After careful deliberation, therefore, the 
Board of Directors have decided to remind 
shareholders that the design and manufac- 
ture of aircraft and aircraft components was 
the main object for which the Company was 
originally formed, and that must be the ulti- 
mate aim of the Company. Moreover, it 
must be made clear that the Company can- 
not take its rightful place in the aircraft in- 
dustry by relying on sub-contract work alone, 
and it must go forward to prove and establish 
atself by the production of its own designs. 

Your Company has an experienced Design 
Staff approved by the Technical Branch (Air) 





of the Ministry of Supply, whose efforts in 
the main for the year under review have been 
concentrated on helping the Ministry of 
Supply (Air) on designs of high priority and, 
in particular, they haye been entrusted, as 
mentioned above, with the design of various 
important components for the Bristol “ Bra- 
bazon”. machine. At the same time a 
number of the senior Design Staff have 
been investigating various types of aircraft, 
amongst them a civil type including new 
features of safety which has been submitted 
to the Ministry of Supply (Air) for their 
approval and also a novel design of amphibi- 
ous aircraft, which has been submitted to the 
Admiralty. Your Board have adopted the 
policy of watching the trend of civil require- 
ments during the past year, rather than 
making a hasty decision to commit the Com- 
pany to a type which may not be successful 
and, in the light of the experience thus gained, 
your Board propose to select the best pos- 
sible design evolved by the Company’s 
Design Department and go forward with the 
construction of one or cther of these types, 
if necessary as a private venture. Your 
Board are now in a position to define the 
future policy of the Company: that the Ccm- 
pany should proceed with the design and 
manufacture of its cwn aircraft and that it 
would engage on whatever aircraft component 
work is available but that, to ensure a suffi- 
cient vclume of cutput which would enable 
the Company to employ economic numbers 
and to achieve a reasonable profit each year, 
the aircraft work should be supplemented by 
commercial work of a type which will ensure 
continuity of demand and production. 

In the meantime, the productien facilities 
of the Company have been employed on the 
production of components for several of the 
well-known civil type aircraft at present 
before the public and for which large orders 
are available, in particular the De Havilland 
“Dove,” the Vickers “Viking” and the 
Bristol “ Brabazon” machines. The Com- 
pany has also received a direct contract from 
the Ministry of Supply for aircraft equipment. 
At the same time, the Company is executing 
contracts for components for the Airoh type 
pre-fabricated house, which is of aluminium 
construction and suitable to our plant. In 
addition, the Company is producing a light 
weight type of electric truck developed by the 
Brush Electrical Engineering Company, 
Limited, and a newly developed type of re- 
frigerator. The volume of work on these 
latter type of commercial contracts is sub- 
stantial and continuity of production is 
confidently expected. Since the end of the 
financial year the work performed by the 
Company is approximately 67 per cent. on 
aircraft work, 14 per cent. on pre-fabricated 
housing work and 19 per cent. on commercial 
work, 


A YEAR OF TRANSITION 


The year under review has, as mentioned 
in the report of the Directors and as I have 
already informed you, been one of transition 
and the Board of Directors and Management 
of the Company generally have required to 
give almost continuous attention to the re- 
sults consequent upon the contraction of the 
Company’s activities and the transfer from 
wartime to peace time. Considerable num- 
bers of productive workers were lost follow- 
ing the closure of the Dispersal factories 
which the Company operated in wartime and 
which employed some 30 per cent. of the 
Company’s wartime labour force. Further 
numbers of productive workers were lost 
upon removal of the Essential Works Order, 
and corresponding reductions of staff have 
had to be made throughout the year to pre- 
serve the balance of the labour force. I 
regret to say that the results of this move- 
ment of labour are only too apparent in the 
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accounts for the year now before you. 
Turning to the Balance Sheet, which is 
already in your possession, you will see that 
the financial position of the Company re- 
mains liquid and strong. To.give some of 
the additional details recommended by the 
Cohen Report, you will see that we have 
amplified the printed accounts on this ccca- 
sion to give you rather more information con- 
cerning the finances of the Company. The 
Fixed Assets are now written down to a figure 
of £143,101 against £151,447 at June 30, 
1945. . During the year the Tithe Redemp- 
tion annuity on the Company’s land was com- 
pounded for the sum of £803 and this 
amount has been capitalised, but during the 


_ game period the value of Freehold Land and 


Buildings was written down by £3,542. You 
will also be able to see the total amounts 
which have been written off the Land and 
Buildings since the re-valuation in October. 
1937. In similar fashion the cost of Plant, 
Machinery, Electrical Installaticn, Tools, 
etc., is shown and the total amounts written 
off since they were acquired deducted in the 
year under review. These assets have been 
reduced by depreciation and sales by a further. 
£5,607. The net result is that the Total 
Fixed Assets of the Company are valued at 
£143,101, which is the equivalent of 2s. tod. 
per share of 37 per cent. of the total capital 
and surpluses of the company. I think that 
your Company is exceptional inasmuch that 
the fixed assets constitute such a low propor- 
tion of the total capital and surpluses. 


LIQUID.ASSETS 


Turning to the current assets, you will see 
that these aggregate £411,435, as against 
£634,369 at June 30, 1945; there have been 
considerable reductions in stocks and work 
in progress and trade debtors which, taken in 
conjunction with the reduction in the bank 
overdraft, reflect the curtailment of the Com- 
pany’s business and the settlement of out- 
standing contracts with main contractors and 
Government departments during the year. At 
the same time the trade creditors have been 
very substantially reduced from £210,882 to 
£68,998. 

You will also notice that this year we have 
shown as a separate item the provisions set 
aside for deferred repairs and renewals, re- 
habilitation expenses and contingencies, and 
that the provisions created by last year have 
been augmented by a further £4,400, until 
we now have a total provision of £20,401. 
Your directors are satisfied that full and 
adequate provision has now been made for 
restoration measures and for the cost of 
carrying out all those repairs necessary to 
restore your works and buildings to a first- 
class condition, which they have been unable 
to put in hand due to conditions prevailing 
during the war and directly afterwards. 

As on previous occasions, we have shown 
the provision for income-tax for 1946/47 and 
excess profits tax this year at a figure of 
£24,100. In addition we have also shown 
under the deferred liabilities the provision for 
income-tax for 1947/48 at £16,500. As ex- 
plained to you last year, it has always been 
the practice of the Company to include this 
provision, although you will appreciate that 
the contingency is over and above the strict 
legal liability of the Company in respect of 
the accounting year under review. 

It will be seén that the comparison between 
the total current assets of £411,435 and the 
current liabilities of £152,477 shows a surplus 
of liquid assets of £258,959, which is equiva- 
lent to 5s. 2d. per share of the Company’s 
permanent capital. 


DEVELOPMENT PLANS 


We have informed you from time to time 
that your Company during the war paid 
sums by way of excess profits tax. Conse- 
quently there is due to the Company a re- 
fund, after allowing for income-tax, in the 
region of £60,000, which sum, however, may 
be expended only on rehabilitation, develop- 
ment and re-equipment. As stated in the 








ing 
the 


lc 


at 
at 


ee 
ust 


rk 


nk 
m- 
it- 
nd 


en 


ive 
set 
re- 


ve 
rtil 


rict 
r of 


een 


plus 
iva- 
, 


ny’s 


rime 
paid 
nse- 
re- 
the 
may 
lop- 
the 


THE ECONOMIST,” January 25, 1947 


directors’ report, it is proposed that out of 
this, sum, should be purchased new plant, 


certain selected Crown plant already being 
utised and on hire to the Company and a 
hangar which was erected on the Company’s 
land in wartime by the Government. 
Negotiations have been. opened for the 
acquisition of these assets, which are the 
property of the Crown, and no doubt will 
be brought to a successful conclusion during 
the course of the current year. It is proposed 
also that the general reserve of £65,000, 
which has been built up during the wartime 
years, should be held available to meet the 
cost of development work, both on aircraft 
and on the commercial work undertaken by 
the Company. 

Dealing with the profit and loss account, 
it will be seen that, whilst the balance from 
the trading account shows a surplus of 
£11,924, yet a small loss of £6,563 was 


‘ actually made on the year, which position has 


been recouped by the recovery of the éxcess 
profits tax already paid, £38,500. It is pro- 
posed, therefore, that, after the loss of £6,563 
referred to above has been deducted from 
the excess profits tax recoverable of £38,509, 
out of the balance of £31,937 taken together 
with the carry forward from last year of 
£7,590, a final dividend for the year ended 
June 30, 1946, of 4 per cent. less income-tax 
is recommended, accounting for £6,600, leav- 
ing £13,959 to carry forward. 

Your managing director, Mr H. P. Folland, 
the management and staff of the Company 
have had an extremely difficult and trying 
year, and our best thanks are extended to 
them for their efforts during that year. We 
can only hope that the results of the current 
year will show that the period of transition 
has, in the main, been overcome and we can 
go forward on a settled policy to a successful 
future. 

The report and accounts were unanimously 
adopted, the retiring directors were re-elected, 
and the proceedings terminated with a hearty 
vote of thanks to the Chairman. 





BARCLAYS BANK LIMITED 


ANNUAL MEETING OF 
STOCKHOLDERS 


The fifty-second ordinary general meet- 
ing of Barclays Bank, Limited, was held, on 
the 22nd instant, at the Head Office of the 
Bank, 54, Lombard Street, London, E.C.3. 

Mr Edwin Fisher (the Chairman) presided. 

Mr H. G. Tickle (the Secretary) read the 
formal notice convening the meeting and the 
teport of the auditors. 

With the concurrence of the stockholders 
present, the report and accounts and also the 
statement by the Chairman, which had been 
previously circulated, were taken as read. 

The. Chairman moved :— 

“That the report of the directors produced, 
together with the annexed statement of the 
Company’s accounts as at December 31, 1946, 
duly: audited, be received, approved and 
adopted, and that a final dividend of § per 
cent., making 10 per cent. for the year, on 
the ‘A’ stock, and a final dividend of 7 per 
cent., making 14 per cent. for the year, on 
the ‘B’ and ‘C”’ stock respectively, less 
income-tax in each.case, be declared, payable 
on the 8th proximo to the stockholders regis- 
tered in the books of the Company on the 
31st December last.” 

Sir William M. Goodenough, Bt. (Deputy 
Chairman) seconded the motion, which was 
carried. 

The retiring directors were re-elected, and 
the auditors, Messrs. Price, Waterhouse and 
Company and Messrs. Kemp, Chatteris and 
Company, were re-appointed for the ensuing 
year. 

A vote of thanks to the staff and a vote 
of thanks to the Chairman for presiding at 
the meeting were unanimously accorded and 
the proceedings terminated. 
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““LEOYDS BANK LIMITED | © 
SATISFACTORY RESULTS _ 
NEED FOR INCREASED PRODUCTION AND EXPORTS 
| PROBLEM OF “HARD” CURRENCIES 
LORD BALFOUR OF BURLEIGH'’S REVIEW 


' The annual general meeting of Lloyds 
Bank Limited will be held, on the 31st 
January, at the Head Office, 71, Lombard 
Street, London, E.C. 

The’ following is the statement by the 
Chairman, the Rt. Hon. Lord Balfour of 
Burleigh, D.L.,- circulated with the report 
and accounts :— 

My lords, ladies and gentlemen, 

In accordance with recent precedent, this 
statement is circulated to members in advance 
of the general meeting to be held on the 
31st instant. 

To deal first with personal matters, last 
July we elected to the board Sir Peter 
Bennett, O.B.E., M.P., and Sir Harold 
Bcwden, Bt., G.B.E. Both these gentlemen 
are old friends of Lloyds Bank, and reinforce 
our counsels with their wide and valuable 
business experience. We have also had great 
pleasure in re-electing. Lord Brand on his 
return from the United States of America. 
He relinquished his seat on the board upon 
appointment as representative of His Majesty’s 
Treasury at Washington in 1944. 

We have suffered the loss by death of 
Mr G. F. Abell. Mr Abell joined the staff 
of Lloyds Bank in 1893 and rose to be chief 
general manager, a position which he filled 
with great ability from 1929 until his appoint- 
ment as a director in 1939. 

I must also refer to the death on Christmas 
Day, at the age of 85, of our old friend, 
Mr W. W. Paine, who retired from the board 
last year. 

I record with pleasure the conferment of 
a knighthood on Sir Sydney Parkes, C.B.E. 

During the year Mr W. R. Bown, joint 
general manager, has retired, and Mr R. T. 
Fagan has been appointed in his place. We 
have had pleasure in appointing Mr Bown a 
member of the Salisbury Committee of the 
bank. 


BALANCE SHEET 


Turning to our profit and loss account and 
to the important changes in our. balance 
sheet figures, our profit at £1,583,000 is only 
slightly lower than last year, and may be 
considered satisfactory, a contributory factor 
to the result being the large increase in our 
resources. 

Taking first the liabilities side of our 
balance @heet, our current, deposit and other 
accounts at £1,012 million are the highest 
in our history and are £145 million greater 
than last. year. This large increase, which is 
common to all banks, is far larger than was 
anticipated at the commencement of the year, 
and it will be very disquieting if this expan- 
sion of bank credit continues. 

On the assets side it will be observed that 
the additional resources are reflected in in- 
creases in money at call of £33 million, in 
our holding of Treasury bills of £45 million 
and in our investments of £52 million. It is 
pleasing to record that loans and advances 
show an expansion of £25 million; it is 
hoped that this tendency will continue, but 
much depends in this connection upon an 
improvement in the position in regard to 
labour and the supply of coal and raw 
materials. Our holding of Treasury deposit 
receipts has been reduced during the year by 
£16 million. 

We still have 58 per cent. of our total 
deposits held in cash, money at call, Treasury 
deposit receipts and Treasury bills, the 
average earning on the aggregate of which is 
well below } to I per cent. 


PRODUCTION AND EXPORT 


_ During the war there was a good deal of 
discussion as to what our economic position 
and standard of living would be when peace 
came. The answer to that question, never 
really far to seek, is now painfully evident. 
We are in the position of a firm or an indi- 
vidual who, through no fault of his own, has 
had to expend immense resources in a 
struggle for bare survival, and has emerged 
from the ordeal so short of capital and so 
burdened by debt that some even of his best 
friends may doubt his capacity and strength 
of purpose to meke the necessary effort fully 
to restore his financial credit and to regain 
his ancient economic status. 


Recovery of our pre-war standard of living, 
to say nothing of its enhancement, is clearly 
attainable only through vastly increased pro- 
duction ; we can no longer count on a rapid 
reinforcement of our population by natural 
increase ; on the contrary, our working force 
is an ageing one. The problem before us is 
therefure how to organise our available re- 
sources for maximum productivity, and the 
duty of every one of us is to give the greatest 
cutput of productive work of which he is 
individually capable. 

Second only to production comes expert, 
and too great stress cannot be laid on the 
vital character of the struggle for exports in 
which this country is now engaged. Our 
very existence is at stake just as it was in the 
physical battle against Hitlerism. Unfor- 
tunately, row that the apparent physical dan- 
gers are over it is far less easy to mobilise 
the great qualities of our people. And in the 
stress of continued austerity, due partly to the 
diversion of production for export, there is 
a danger that “ exports ” may become, in fact, 
an object of odium, instead of being wel- 
comed as our only means of economic 
salvation. 

During the lest few months fresh light has 
been thrown on the importance not only of 
the quantity of our exports but of the 
direction. which those exports most usefully 
must take. Both aspects of the problem are 
illustrated by the figures of our overseas 
trade in the first nine months of 1946, as 
analysed in the following table:— 


U.K. TRADE 
By Groups oF COUNTRIES 
(Import surplus: minus) 
(Export surplus: Plus) 
Three- 
Jan../Sept. quarters 
1946 of 1938 


£m {£m 
DOLLAR AREA: 
(a) Canada and New- 
foundland ..... —121 — 43 
Te) 2. Se —136 — 67 
(c) Other dollar coun- 
GBNES io o.oo sc 5rs0'e — 18 — 4 
TOTAL DOLLAR AREA —275 —J14 
ARGBIWEDIA ST. ..0 6c: twists — 38 — 14 
GRAMEEN So. cic. vid: aes ue — 7 — 9 
“HARD” CURRENCIES —320 —137 
STERLING AREA ......- + 4 — 54 
FRANCE AND FRENCH 
WAMOROMIR A Soe oiere siciacis + 24 — 3 
DENMARK: .....cccccees + 20 — 16 
BEE KOTHEES 66.050 3 000 + 26 — 82 
ALL COUNTRIES.....- — 246 — 292 
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It will be seen that our imports from all 
countries taken together exceeded our exports 
by £246 million, or less by about 16 per 
cent. than in the comparable period of 1938. 
At first sight this result may not seem un- 
satisfactory, although it must be remembered 
that before the war we were able to pay for 
our import surplus to a large extent out of 
income on overseas investments which have 
been sacrificed in paying for the war. But 
when one examines the composition of this 
global import surplus, the picture is dis- 
turbing; for it will be seen that our deficit 
in trade with the all important “hard” 
currency countries, such as the dollar area, 
the Argentine and Sweden, on which we 
depend for a large part of our supplies of 
food and raw materials, amounted to as 
much as £320 million. 


NEED FOR * HARD” CURRENCIES 


That trade deficit involves a drain on our 
exchange reserves which would be serious 
enough, but unfortunately it is not the only 
source of strain. Far from receiving repara- 
tions from Germany, for example, this 
country has been compelled: to send large 
quantities of foodstuffs into the British zone 
simply to avoid economic chaos there, and 
assistance must also be given to other ex- 
enemy countries, such as Austria and Italy. 
So grave would be the consequences of an 
economic breakdown in Europe that no res- 
ponsible person can question the wisdom of 
this policy in our own interest, though per- 
haps one may be permitted to express regre 
that Germany could not have been made to 
be self-supporting from an earlier stage of 
the occupation. It is patently in our interest 
that the labour and industrial plant of 
Germany and of Italy should be brought into 
production and not be left standing idle at 
a time when the world is suffering from 
severe shortages of goods of all kinds. To 
rehabilitate the economies of these ex-enemy 
states will, it appears, make heavy drafts on 
our available dollars for at least a further 
three years, but fortunately after 1947 at a 
diminishing rate. 

This is one adverse factor which has 
appeared since the signing of the Washington 
Loan Agreement to intensify the doubts, 
expressed at the time by Lord Keynes and 
others, whether the Loan would prove large 
enough to tide us over the difficult period 
before us. Another such factor is the sharp 
rise in United States prices which has sub- 
stantially reduced the purchasing power of 
the Loan—that being only another way of 
saying that the credit is in danger of running 
out more rapidly than had been hoped. 

In July, 1947, there comes into effect the 
obligation we have accepted under the Wash- 
ington Loan Agreement to make sterling 
earned in current transactions freely convert- 
ible into dollars or other currencies, and as 
things are running at present a critical situa- 
tion seems likely to arise within two years 
from now. The severity of the crisis would 
depend on the extent to which we can suc- 
ceed in stepping up our production and 
diminishing our adverse balance with the 
“hard” currency area. 

At present, no other country is under a 
similar obligation to convert into “hard” 
currency the proceeds of current trade, 
owing to the five years’ transition period 
allowed by the Bretton Woods agreement. 
That would be of little account if such coun- 
tries were in a position, equally with the 
“hard” currency group, to supply the essen- 
tial foodstuffs and raw material that we need; 
but such is unfortunately not the case. It 
is because North America and the other 
“hard” currency afteas are alone able to 
export these vital supplies on a large scale 
that the problem of securing imports to 
maintain our standard of living has become 
almost entirely a problem of securing’ dollars. 
And this in turn is why it is so essential, as 
Government spokesmen have emphasised, 
that our exports should be directed as far 
as possible to the “ hard” currency countries. 
This is, however. easier said than done. It 
takes two to make a bargain. 


From what has been said already it will 
be apparent that this search for so-called 
“hard” currencies is dictated by the econo- 
mic realities of our situation. Before the 
war, doubtless, the dollar became known as 
a “hard” currency in virtue of its convert- 
ibility into gold and therefore into all other 
currencies; this is still, of course, an import- 
ant characteristic of a “hard” currency 
to-day, but what is perhaps even more sig- 
nificant in present circumstances is the 
capacity of the country in question to supply 
required gocds. In this connotation a “ hard ” 
currency country is one which (a) has the 
goods we need; (b) does not want to the same 
extent the goods we are able to export; and 
(c) is not prepared tc extend credit beyond 
a defined limit. It is for these reasons, 
rather than for convertibility into gold or 
dollars, that the Swedish krona is “ hard” 
from our point of view, whereas the Danish 
krone is not. Denmark is a willing buyer 
of the goods we are able to supply and in 
return for part of them she sends us dairy 
produce which is just as important for our 
economy as Swedish timber; but for her 
purchases from us in excess of her exports 
to us she can only pay us in kroner, which 
are not convertible into dollars. Sweden, on 
the other hand, is not prepared to increase 
her shipments of timber to us unless we can 
offer more of the goods she requires, in par- 
ticular coal. 

These facts illustrate the weight of the 
burden to be assumed by us on July 15, 
1947. The restoration of free convertibility 
of sterling earned in current transactions was 
one of the obligations entailed by the accept- 
ance of the American loan of $3,750 million, 
and, as I have already mentioned, events 
subsequent to the signature of the agreement 
have combined to intensify our doubts as 
to the sufficiency of the amount of the loan. 
It must, however, always be remembered 
that if the risks are great the reward of suc- 
cess would be great indeed also. It would 
be nothing less than the re-establishment of 
sterling in its proud position of a universal 
international currency. 


U.S. TARIFF POLICY 


Fundamentally, balance in our trade posi- 
tion can be restored only through a vigorous 
production drive to raise our total output of 
food as well.as of manufactured goods, for 
the more we can raise our aggregate produc- 
tion the less we shall need to buy abroad 
and the more we shall have available for ex- 
port. Yet the utmost effort on our part will 
not suffice unless at the same time the 
United States is pursuing policies consistent 
with expanding world trade. It was foreseen 
that in the years after the war the outside 
world would become largely dependent on 
American supplies to speed up reconstruc- 
tion. If other countries are to meet their 
direct obligations to the United States and 
at the same time to build up the system of 
multilateral trade which America so much 
desires, free from discriminatory practices, 
they must be adequately supplied with dollar 
reserves ;and in the last analysis it depends 
on the actions of the United States whether 
the dollars are made available. There is an 
obvious danger that the unavoidable depend- 
ence of war-exhausted countries on American 
supplies for reconstruction will lead to a 
world shortage of dollars. 

In the first instance, such a dollar shortage 
can be averted only by large-scale American 
lending. That lending programme did in- 
deed make some headway during 1946, 
through the medium of the Export-Import 
Bank. The time has now come, however, 
when it was expected that the World Bank 
for Reconstruction established under Bretton 
Woods would take over, and it is somewhat 
disturbing that that institution is apparently 
not yet in a position to begin effective opera- 
tions. It is to be hoped that the American 
financial world will give the new organisa- 
tion every support, since, as has been said, 
American lending through that or other 
agencies is a prerequisite of the kind of trad- 
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ing world, permitting a broad flow of Ameri- 
can exports, which American business men 
themselves feel to be essential if widespread 
unemployment in the U.S.A. is to be avoided. 

In the longer run, of course, as I empha- 
sised. last year, a dollar shortage that would 
compel other countries willy-nilly to restrict 
their purchases of American goods can be 
averted only if the United States is prepared 
to accept a large increase in imports. We 


‘ welcome the increasing awareness of that 


basic fact among business men in the U.S.A., 
as also the considerable success of the pre- 
liminary trade talks held in London last 
autumn between representatives of eighteen 
nations. ‘The object of those preliminary 
discussions was the limited, if important, one 
of reaching agreement on an international 
code of general principles to guide commer- 
cial policies in a multilateral trading system. 
The actual work of clearing away trade bar- 
riers by mutual tariff reductions and other 
concessions has still to be accomplished at 
the full-dress trade conference to be held 
later this year, and the result of those nego- 
tiations will be awaited with keen anxiety. 
It is not too much to say that that confer- 
ence will probably decide once for all whether 
international trade can be rebuilt on a sound 
footing, or whether the world will relapse 
into a system of barter and discriminatory 
practices, with fatal consequences to world 
prosperity. It will be a tragedy indeed if, 
after the wonderful Anglo-American com- 
radeship in war, we cannot find means of 
co-operating in a great drive for expanding 
trade and raising standards of living through- 
out the globe, the attainment of which can 
alone afford any firm basis for hopes of per- 
manent peace in the world. We all welcome 
what we believe to be the general condemna- 
tion of political isolationism in the U.S.A., 
but failure to co-operate financially in re- 
establishing trade relations would be equally 
fatal to prosperity on both sides of ths 
Atlantic. 

It should be understood that the interests 
of this country lie not merely in cbtaining 
direct tariff concessions for ourselves ; what 
matters is that the great American market 
should become accessible to the goods of the 
whole world. That is because the settle- 
ment of our dollar deficiency must take place 
to a large extent through triangular and multi- 
lateral channels: for example, American vur- 
chases of raw materials, such as the rubber 
and tin of Malaya, are a maior source of 
dollar earnings for the sterling area as a 
whole. Some people would even question 
whether scope exists for massive direct ex- 
ports from Britain to the United States, hold- 
ing that the direct trade must in the nature 
of things be confined largely to high-class 
manufactures and luxury goods enjoying at 
best a limited market. 


PROSPECTS FOR BRITISH EXPORTS 


I believe that British exporters in a wide 
range of industries will find a surprisingly 
ready outlet for their goods in the United 
States if they will bend their efforts in that 
direction. Indeed, the view has been: ex- 
pressed by a competent American observer 
that, even in lines where British exports are 
already established in the American market, 
the surface has been no more than scratched. 
If this outlet for our goods is to be fully 
developed, however, it is imperative that our 
exporters adopt modern methods of sales 
promotion appropriate to the American 
market. In the past, failure to employ such 
methods has been made a reproach to British 
manufacturers. Instead of relying on resi- 
dent agents, who do little more than accept 
orders for the product, some undertakings 
have recently established their own sales 
organisations overseas, and it is felt that 
many other firms might usefully follow this 
example. In this connection may I stress 
the importance of visits overseas by firms’ 
principals? Such a visit by a partner or 
director who is in a position to give orders 
on the spot and make contact at the highest 
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Jevel with importing firms has a value which 
cannot be over-estimated. Our bank and its 
affiliates stand ready and anxious to assist the 
export trade in every possible manner. 

While a lowering of the American tariff 
wall 1s most desirable, it should be realised 
that, in our case especially, a high level of 
American national income is no less impor- 
tant; for the amount the USA buys from 
abroad varies directly with the state of Ameri- 
can prosperity, and an increase in the 
American national income brings a propor- 
tionately much greater increase in the demand 
for the high-class products which in the past 
have represented the bulk of our United 
States trade. 


EXCHANGE CONTROL BILL 
Two Bills now before Parliament are of 


. great interest to us—the Exchange Control 


Bill and the Companies Bill. The reference 
already made to our critical position in regard 
to the dollar exchange is enough to prove the 
need for the continuance of strict exchange 
control, and no time limit can at present 
usefully be set within which control can te 
terminated. Our whole future standard of 
living depends upon successful balancing of 
our “hard” currency accounts. While con- 
trol must necessarily continue for a long time, 
it is to be hoped that we shall retain as our 
object of policy the restoration of free ex- 
changes. Strict control, necessary as it is 
under present conditions, is in itself a hin- 
drance to legitimate trade. Many types of 
transaction, e.g., foreign travel, purchase of 
goods and works of art, which have to be 
prohibited because they are unilateral, would 
give rise to corresponding transactions on the 
other side of the account, and would, in fact, 
be more than self-balancing and a source of 
profit, if only an equilibrium could be re- 
stored within which greater freedom could be 
allowed. Further, it is the particular dis- 
advantage of exchange control that it renders 
iNegal many things which the _ ordinary 
citizen wants to do and can with difficulty 
be prevented from doing A good deal of 
public education, it seems to me, is needed 
to teach ordinary people the reasons for 
exchange control and thereby to discourage 
evasion which at first sight seems innocent 
and harmless. 


COMPANIES BILL 


Shareholders may remember that in my 
statement last year I welcomed the decision 
of HM Government to implement by legis- 
lation the Report of the Cohen Committee 
appointed to make recommendations for the 
revision of the Companies Act, and that I 
added a plea that the details should be very 
carefully scrutinised and considered in the 
light of what is really practicable, particularly 
the much discussed nominee question. The 
Companies Bill which has now been intro- 
duced is a lengthy and complicated measure, 
directed largely to furnishing shareholders 
and persons dealing with companies with 
more information regarding the affairs of 
their companies, an objective upon which 
the Committee laid great emphasis and the 
desirability of which I endorse. 

The Bill indicates that HM Government 
has attempted to make the proposed changes 
in the law administratively workable and 
convenient as far as possible to businesses 


honestly and properly conducted, although 
the Bill is capable of further improvement 
in this direction. Considerable and important 
modifications of detail in the Cohen Com- 
mittee’s nominee recommendations have been 
made. Nevertheless, the nominee proposals, 
even in this modified form, are so involved 
that I doubt whether they will be readily 


~ intelligible to the ordinary investor, with the 


consequent risk of failure to comply with 
the law on his part, through inadvertence or 
ignorance. It is widely held that it is 
impracticable to prevent deliberate evasion. 
If this view is correct, then to enact a law 
with which only the well-intentioned are 
likely to comply, and under which the detec- 
tion of defaulters is so difficult as to be 
virtually impossible, would surely be con- 
trary to public policy. Such a law would 
indeed rapidly fall into disrepute through 
the inertia of even the well-intentioned. 

So far as the banks and their nominee 
companies are concerned, the nominee pro- 
posals of the Bill as drafted raise no special 
point of principle or serious administrative 
difficulty ; but the intricacies and techni- 
calities of the subject are such that per- 
sonally I believe it would be wise to 
recognise that the attempt to secure effective 
universal disclosure, buttressed as it must 
be by complicated measures to ensure en- 
forcement, would impose upon the companies 
and the public labour and inconvenience 
wholly incommensurate with any advantage 
gained. 


One other piont: may it not be that the 
proposals would have far-reaching results 
abroad, in so far as obligations are to be 
placed upon foreign owners which may be 
resented, and which might lead, in some 
quarters of the globe, to retaliatory legisla- 
tion of a severe character? 


23% GOVERNMENT BORROWING 


Mention has already been made of the 
unexpectedly large increase in our deposits. 
I feel bound to make some further reference 
to this phenomenon because I do not think it 
can be regarded as being en:irely uncon- 
nected with the reduction to 2} per cent. of 
the rate for long-term Government borrow- 
ing. 

With a national debt of the present size a 
reasonably low interest rate is essential if 
the current burden is to be tolerable, and if 
the inflationary dangers of large budget 
deficits are to be avoided. At the same time, 
particularly when taxation on the modern 
scale is operating concurrently to reduce 
still further the return from savings, regard 
must be had to the effect on national habits 
of thrift. Individual saving has still a role 
to play as a source of capital for enterprise, 
and thrift is valuable for that reason to the 
whole body politic as well as to the indi- 
vidual saver. But at the present moment 
it plays an even more vital part in mitigating 
the pressure on the various physical controls 
which are still the necessary bulwarks against 
the perils of a purchasing power greatly in 
excess of the volume of purchasable goods. 
Thanks to the good sense and discipline of 
our people, such controls have been more 
effective in this country than in any other 
country in the world. For this very reason 
it is undesirable to subject them to undue 
strain or to prolong indefinitely the period 
of their continuance. It is no doubt within 
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the power of the Chancellor of the Ex- 
chequer to reduce the long-term rate still 
further, if he is prepared to increase the 
proportion of floating to total debt. What 
is to happen in these respects will no doubt 
be revealed to us during the next twelve 
months. Meantime, perhaps I may be per- 
mitted to express the view that on balance 
the reduction in rate has gone as far as is 
consistent with the maintenance of that 
wholesome relation between spending and 
saving which, together with increased pro- 
ductivity, is vital to the restoration of our 
economic health. 


STAFF COLLEGE 


Turning again to domestic maters, I would 
like to mention a new departure which we 
are making this year, and which we believe 
will be of great benefit to the staff and to the 
Bank. We are establishing a training college 
for our staff, and for this purpose we have 
acquired a freehold mansion, standing in its 
own grounds of about thirty acres, known 
as Eyhurst Court, Kingswood, Surrey. We 
intend in the first instance to concentrate 
on a course for men of about 40 years of age 
who through war service, have lost some 
valuable banking experience and training. 
Thereafter our basic scheme will include two 
courses—a junior course and a senior course. 
Accommodation is available for some forty 
to fifty students as residents, as well as the 
residential staff. There are suitable lecture 
rooms and facilities for recreation. We be- 
lieve that the courses which we propose to 
hold will widen the outlook of our future 
officials and will help to equip them for 
managerial and other responsible posts. 


STAFF 


During 1946 the demobilisation of our 
permanent staff has to all intents and pur- 
poses been completed. Less than one hun- 
dred of our permanent men and women 
remain in the Forces. The resettlement has 
been carried out satisfactorily in spite of the 
many difficult problems involved, chief 
among which is the housing shortage. We 
are by no means satisfied with the distribu- 
tion of our staff, and both from 
the Bank’s point of view and _ that 
of the staff a big adjustment is overdue; 
but until the housing situation is very con- 
siderably easier there are many moves which 
it is impossible to carry out without the 
parting of families and consequent discom- 
fort, which neither the staff nor the Bank are 
anxious to face unless absolutely necessary. 

Our returned men and women have settled 
down well and by their application and 
determination to resume their interrupted 
careers have earned excellent reports. We 
still have a large temporary staff, and active 
steps are in preparation to give a number of 
these permanent status. Without their work 
often carried out in dangerous and trying 
circumstances, the Bank could not have car- 
ried on as it did. 


I desire once again to pay a tribute 1> the 
work of our whole staff, both permanent and 
temporary, men and women alike; from the 
Chief General Managers to the humblest 
messenger they form a grand team united 
in their devotion to the service of the Bank 
and through the Bank to the service of the 
shareholders and of the public. 





NOTICES 
—_—_—_—_—_—_——_—_ 


Witt R. WARNER & CO., LTD., Power Road, W.4, require an 


assistant to the Export Manager. 
essential. 


accounts and statistics, overseas correspondence, knowledge of foreign 
languages, particularly French; trade marks, contracts; 


Starting salafy £400-£450. 


cals and cosmetics. 


Age about 30. 


Desiderata: experience import-export procedure, advertising, 


Investment,”’ 


widely travelled. 





4 
extensive ex 


GALES MANAGER, experienced Home and Export Markets, General 
builanagement, Buying, Licence Negotiations. 


ing and creating business.—Box 404. 


DMINISTRATIVE or Executive position, or one leading thereto, 
required by Chartered Accountant, aged 39. Member I.I.A., with 


sell perience in management control of production, materials, 
Selling, personnel. etc.; all modern systems, inv 


pen estigations and reorgani- 
Sations. Over £1,000 p.a. earned since 1942.—Write, Box 398. » 


secondary.—Box 406. 





Proven capability in 
—Box 408. 


| if ig ted WANTED by Market Research Department, ‘ Scientific 
by Parkinson.—Write Box 405. 


Good education and initiative ARRISTER (30), Honours Graduate, formerly Secretary of a 
National Organisation, now Secretary of a Merchants-Shippers’ 

Company, seeks interesting position. Possessing wide administrative 

pharmaceuti- experience, sound knowledge of economics, fluent French, German, 


Present emoluments £1,600 p.a., but material aspect 





ANK EXECUTIVE, shortly retiring, disliking prospect of inactivity, 

would welcome opportunity for part-time appointment where wide 

experience of financial affairs and extensive contacts in 
Overseas would prove valuable.—Write Box 407. 


Britain and 


YNIVERSITY GRADUATE, qualified Accountant (40), wide experience 
as Secretary to Industrial Associations, seeks responsible position. 
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Statistical Summary 


COVERNMENT RETURNS 


Yor the week ended Jan. 18th, 1947, total 
ordinary revenue was £98,750,000, against 
ordinary expenditure of £59,210,000, and 
issues to sinking funds /410,000. Thus, 
including sinking fund allocations of 
£11,955,356, the deficit accrued since April 1st 
is £523,457,356 against £2,098,159,825 for 
the corresponding period a year ago. 
ORDINARY AND SELF BALANCING 
REVENUE AND EXPENDITURE 


ee 


- 


Receipts into the 
Exchequer 
f thousands) 








Esti- | | 
Revenue mate, | Apri | — 4 Week 
1946-47| es si 
to to |ended | ended 
Jan. Jan. | Jan. | Jan. 
19, a 1 ee 18, 
1946 1947 | 1946 | 1947 
“ORDINARY | | | 
REVENUE | 
Income Tax /1111000 787, 884) 669,642) 67, 941! 59,962 
REDE. sss0ness a) ,000' 31, 619) 36,642) 6,670! 5,810 
Estate, etc., Duties! 140, 000 93,783) 116,484} 2, 455) 3,260 
Sti —- Sesbe ¢..-.] 29,000! 18,044) 27,654 200! 500 
N.DC,. 325,000) 28,325 27, 177; 442 605 
E.P:T, 357,252 277,796) 7,555) ae 
Other Inland Rev. 1,000 193) ass) ..: 


Total Inland Rev. |1686000 1317100, 1155628 85, 263. 74,397 








ee — 


Customs. ......../595,000! 454,705! 489, 306, il, 308, 13,880 

Hadie ..ickcvcste |592,000! 416,500! 438,700) 6,100) 5,700 
\ Le aenal 

Total Customs & | | 

eee |1187000) 871,205 928,006) 17,408) 19,580 


siecle deapeeasinieieteaiah 




















Motor Duties ....| 45,000) 24, 952) 29 414 525} 3,757 
Surplus War Stores! 150,000; ... | 102,534)... 530 
Surplus Receipts) 

from Trading ..| 50,000) .., 40,000 one ee 
Post Office (Net | 

Receipts) ..... dee he Aaa ee Rake ee 
Wireless Licences} 5,300) 3,400; 6,380) ... ooo 
Crown Lands , 1,000) 720 680) ... a 
Receipts from | 

Sundry loans ..! 15,000) 7,427) 22,828) ... | ... 
Miscell. Receipts. .; 22, 000 60,241 33, 214) 689) 486 


Total Ord. Rev. . . 











s161500|2285066 251 2318684) 103885) 98,750 


| 


SeiF-BaLANCING | | 
Post Office ...... 1120, 900 | 91, 600 101,700} 2,200' 1,900 


Income Tax on | | 
| ose 138,750)... 1,529 














E.P.T. Re funds 


Issues out of the 
Exchequer to meet 
payments 
(£ thousands) 

















Esti- 5 — 
Expenditure mate, | April | April ons i 
1946-47] 1 : ae) ed 
to to enade enc 
| Jan, J ¥ | _ — 
| 19," | 
1946 | 1947 e 1946 | 1947 
Orvinary | je aera eet 
EXPENDITURE | | | 
Int. & Man. of| | 
Nat. Debt. ....| 490, 000, 341, 180 370, a 709, 5,778 
Payments to N|| | 
Ireland........ | 20, 000| 7,834 13, 379 ata oe 
‘Nat. Land Fund .| 50,000)... - | 50,000) .., soe 
Other Cons. Fund | | | | 
Services. ...... eo. | 7,566) 7,002) 233 232 
Date 20s5>00s0<% | 568,000) 356, 580 440, 534 942 6,010 
Supply Services . "|3318917) 4015531/2389652' 84,400, 53,200 
Tote |. cecieseccss |Sau6917 4571911 2830186 85, 342 59, ‘210 
SELr-BALANCING | | 


P.O. & Brdcasting| 120,900 94,600 101,700) 2,200 1,900 
Income Tax on | 

E.P.T. Refunds)... | 138,750 ons: 4 A, 329 

-Total .......+.-- \4007817 4463511 3070636 87, 542 62, 439 


After decreasing Exchequer balances by 
213,136 to £3,107,138, the other operations 
or the week decreased the gross National 


Debt by £18,413,009 to £25,144 million. 


NET ISSUES (£ thousands) 

en Ol NN sca sc bbbn $s ssn nS beSb sober 260 
E-P.T. Retands 
Overseas Trade Guarantees Act, 1939, Section 4 (1) 1,624 
Housing (Temporary Accommodation) Act, 1944, 

Se OF MEd. s pina Suu ies Paneas deen seens 00% 5,000 
Coal Industry Nationalisation Act, 1946, Sec. 34 (1) 4,000 
Local Authorities Loans Act, 1945, Section 3 (1)... 1,650 
War Damage: War Damage Comumission........ 2,000 
Finance Act, 1946, Section 26 (7): Post-War Credits 358 
Finauce Act, 1935, Section 30 (1) 3 per cent. Local 

RMD TIGL. 5.055 65 000 55086 ee Sb 5 600 we 85 db 0 ce eet 6,000 


CHANGES IN DEBT (£ thousands) 


Net REcErIPts Net REPAYMENTS 
Nat. Savings Certs. 2,650 3%, Defence Bonds *2,535 





24% Defence Bds.. 6,720 Treasury Bills .... 9,855 

24°, Treas. Stock.. 1,600 Tax Reserve Gerts. 12,281 

24% Savings Bds, Other Debt : Ext.. 52 
1964-67 ...... eo 24 Ways & Means Ad- 

Other Debt: Int... . ll PRR caneon 9,195 

Treasury Deposits. 5,500 

11,005 39,418 


* Including £1,810,000 paid off on maturity. 


FLOATING DEBT 


( £ millions) 


, d 
Treasury gp au 
Bills Arent Trea- 
in io sury | Total 
|__| De- | Float- 
Date | Bank | posits | ing 
: ank |" by Debt 
Ten- Ta Public of Banks 
der P poem. Eng- | ; 
land | 
1946 | | 
Jan. 19 |1820-C) 2399-7} 435-6 ose 1602-5! 6257-8 


| 
Ost. é 1969-0, 2541-9] 460-5 | 13-5 1713-5 6749-4 
12 |1980- 0} 2535-5 | 462-7 | 14-8 | 1775-0) 6768-0 
» 19 |2000 0 2550-6} 430-4 9-0 
26 |2020 0} 2532- *2) 425-3 


” ove 1743-0 | 6720-5 
Nov. 2 [2050 0) 2505-5) 462-5 eee 


1743: 0| 6741-1 





» 9 [2040-0 2879-0 | 426-6 | 1743-0| 6688-5 
» 16 |2050-0| 2464-4) 405-7 | 1743-0 | 6663+] 
». 23 2060-0) 2481-5, 392-4 : |1742+5| 6676-4 
»» 30 [2070-0 2460-5) 372-4 | ... | 1742-5) 6645-4 

Dec. 7 |2080-0| 2487-3| 376-1} ... | 1742-5| 6685-9 
» 14 |2100-0| 2377- “8| 388-6 | 2-75 | 1729-0) 6688-1 
» 21 2120-0 2496-0) 575-8 | 17-3 | 1688-5) 6697-5 
» 28 [2140-0 2455-6 | 448-0)... | 1676-5} 6720-1 
1947 | 

Jan. 11 |2150- 0 2467-1) 411-4]... | 1686-5} 6715-0 
» 18 |2150°0, 2457-2| 412-2] ... | 1681-0] 6700-4 


TRFASURY BILLS 


if millions) 














Percentage % 

Date ot Applied Rate Allotted 

Tender Offered [ Allotted of Allot- at Min. 
ment Rate 

| | 
1946 
Jan, 18 | 130-v | 185-3 | 120-0| 10 0-59 54 
Oct. 18 | 170-0 | 276-2 | 170-0! 10 1-70 50 
» 25 | 170-0 | 262-4 | 160-0| 10 2-03 | 82 
Nov. 1 | 160-0 | 290-9 | 160-0 | 10. 1-37 39 
8 | 160-0 | 293-4 | 160-0] 10 1-32 | 38 
"15 | 160-0 | 282-2 | 160-0} 10 1-69 45 
* 22 | 160-0 | 272-0 | 160-0 | 10 1-67 45 
> 29 | 160-0 | 258-3 | 160-0 | 10 0-62 54 
Dec. 6 | 170-0 | 313-7] 170-0} 9 11-25 31 
» 13 | 170-0 | 295-8 | 170-0} 10 0-14 45 
” 20 | 170-0 | 280-3 | 170-0 | 9 11-92 46 
“gga? | 110-0 | 285-8 | 170-0 | 10 0-27 41 
9 

Jan, 31} 170-0 | 273-7] 170-0 | 10 0-69 54 
: 170-0 | 287-6 | 170-0 | 10 0-16 41 
17 | 170-0 273-4 | 165-0| 10 0-41 | - SI 


On Jan. 17 applications for bills. to be paid on ——- 
were accepted in full at £99 17s, 7d. and above. A 
cations at £99 17s. 6d. for bilis to. be paid on Tue 
Weduesday, Thursday, Friday and Saturday were erected 
as to about 51 per cent. of the amount ———s for and 
applications at higher prices were accepted in full. £160 
million (maximum) of Treasury Bills are being offered for 
Jan. 17. For the week ended Jan. 25 the Banks will not 
be asked for Treasury deposits. 


NATIONAL SAVINGS 
CERTIFICATES AND 23% BOND 
SUBSCRIPTION 


(£ thousands) 


—__—_——_> —____—__—_— 


| 23% | | | 23% 
7, | J | | /o 
Wey | WSC. Defence) Week | N.C. | Defence 
| Bonds | | | Bonds 
\ ’ { 
| | j 
1946 | Dec. 14. 3,200, 1,855 
Oct. 26. 3,500 | 2,380, ,, 21. 4,400; 2590 
Nov. 2.| 2,900°| 2,090 | ,, 28.! 2,500 | 1,960 
» .9.| 3,250 | 2530 | 1947 | 
, 16.) 2,800 | 2,875 jJan, 4.) 2,600, 2,910 
” 23.| 3,950 | 3,230 / ,, 11-| 3,500) 3,240 
~ 30.) 2,900 | 4,230 _———_ ——____ —____ 
Dec. 7.; 5,400} 4,525 | Totals | 
| to date |*1,669, 1970 | §870,742 





* 373 weeks. 4 3” weeks. 


Up to Jan. 11th principal of Savings Certificates to the 


amouuat of £416,675,000 had been repaid. 


1764-5! 6754-5 


BANK OF ENGLAND 
RETURNS 
JANUARY 23, 1947 


ISSUE DEPARTMENT 


£ £ 
Notes Issued : Govt. Debt... — 11,015,190 
In Cireln. ... 1371,548,6]0} Other Govt. 
In Bankg. De- Securities ... 1438,166,523 
partment .. 78,699,223 } Other Secs... 812,296 
Coin other 
than ¢ is 6,076 
Amt. TUE aati nie 
oly ey: 1450,000, 000 
Gold Coiu and 
Bullion — (at 
172s. 3d. per 
oz, fine)..... *. | 247, 833 
1450, 247,833 1450, 247, 832 


BANKING DEPARTMENT 


£ 
14,553,000 | ‘Govt. Sees... 


£ 
261,664,998 
3,691,506 | Other Secs. : 








Public Deps.*. 17,450,471] Discounts and 
_—__ Advances... 93,350,855 
Other Deps. : Securities.... 47,829,989 
Bankers..... 288,498,031 — = 
Other Accls... 58,343,723 41,180,844 
——_—_—— | Notes......... 78,699,223 

346,841,754 

; Cale. side 991,666 
382,536,731 382,536, 731 


* Including Exchequer, Savings Banks, Commissioners 
of Nationa! Debt and Dividend Accouats. 


COMPARATIVE ANALYSIS 


(£ millions) 

















| 1946 | 1947 
Jan. | Jan. | Jan. | Jan. 
23 8 15 22 
Tssue Depi. : | 
Notes in circulation ..... |1334- 7,1402- 9 1385- 6 1371-5 
Notes in banking depart- | 
SEE . cag ee eb s douse | 65-6 48- 2! 64- 7 18-7 
Government debt and | 
securities® .,...50000% ae * 51449. 1 ae : 1449-2 
Other securities ........ 0-8 
ich cisweesho asses 0-2 02 0 0-2 
Valued at s. per fine oz. 17/3) n3/3 172/38 172/3 
Banking Dept. : ‘ 
Deposits : } 
WEED ouodkic bape ase 13-1 13- "9 25-2) 17-5 
SEE 55Gca40s0 000s | 232-8) 314-5) 298-7, 288-5 
SBS bn 5x4 viweweseses 54-8! 59 -8| 57-2; 58-3 
MEE 86. ne SeSo pov bees 300-7, 388-2} 381-1) 364-3 
|, Eee ey | : | 
TAUVERON... s veccccas 230-0) 327-2, 297-2) 261-7 
Discounts, etc. ......... 8-3 17-7] 18-4) 23-4 
SO 05 igs bic a is'e'k 60's) 14-3, 18-1) 18-0 17-8 
DL Shite asin sSaaitada> 252-6) 357-0) 333-6, 302-9 
Banking dept. res. ........ 65: 5) 49-3) 65-7, 79-7 
% oy 0 
o ° 
“* Proportion”... 0)... sees | ah. 9, ‘2. 7 17-2) 21-8 


* Government debt is £11,015,100; capital £14,553,000. 
Fiduciary issue raised from £1,400 million to £1,45) 
million on December 10, 1946. 


GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the 
week. In the London silver market price per fine ounce 
was raised from 44d. to 55}d. on August 6th, 1946. The 
New York market price of silver changed to 702 cents, on 
January 20th, 1947. Bombay bullion prices weie as 


follows :— 

Gold Silver’ 
_ per per 
Fine Tolas 100 Fine Tolas 

1947 Rs. a. Rs. a. 
Jan. 1G..crccccccccccess 104 12 151 4 
oe. Mlisastaphosceese as 104 0 151 (0 
p. MB. ccnvede fensssees 105 0 153 15 
pp ER cusbsnwengiccses 105 «4 155 3 
jp BS oeessecccxicass S05 & 14 O 
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JHE ECONOMIST, January 25, 1947 


‘THE MONEY MARKET.— Money conditions at the énd of last week 
and_the beginning of this week suggested that the position might 
becomé more comfortable than at any time since the new cash ratio 
technique. At the week-end, funds immobilised on official accounts— 
partly through tax transfers but also, apparently, in consequence of 
payments by the banks for their foreign exchange working balances 
under the new scheme—were returning, and on Saturday as well as 
Friday the market avoided any recourse to the special buyer. 

There seemed a chance that these conditions would be perpetuated 
this week through a change in the floafing debt position. There was 
again no call for money on Treasury deposit receipts, while maturities 
totalled £25 million (of which £23 million was held by clearing and 
Scottish banks) compared with only £5} million in the previous week. 
In addition, the Treasury- bill issue was underallotted by {£5 million 
at {165 million, and thus fell correspondingly short of nominal ma- 
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the Bank return and by the fall in total applications—and the market 
share therefore rose from 47, per cent. to the high figure of 51 per cent. 

Partly for this reason, and partly because of tax transfers, the easier 
condition of the short loan market proved shortlived. On Tuesday, 
when payments for the new bills began, money was in strong demand, 
although a release of money later just sufficed to balance the position. 
By Wednesday, when a hold-up of funds arising from the new issue 
activity was added to the other sources of pressure, an appreciable 
sum had to be obtained by sales to the authorities. 

The Bank return shows that public balances are still quite high, 
and that the further large reflux of currency has been much more than 
offset by a reduction in the Bank’s security portfolios. Bankers’ 
balances have therefore dropped by {£10 million to £288} million 
which by the new cash standards looks a distinctly low figure. If the 
pressure continues, the banks will certainly learn to work closer to 
8 per cent. than they did at the year-end, when the average ratio was 





















































turities. But official applications declined—this is evidenced both by | nearer 9 per cent. 
—— aa. 
(A fuller list containing 370 securities appears weekly in Records and Statistics) 
| 
Prices, Price, Price, Net Gross Prices, nee Price, Price, Yield, 
Jan. 1-Jan. 22, Jan. Jan. | Vield,* | Yield,* || Jan. 1-Jan. 22 a Jan. Jan. Jan. 
1947 Name of Security 15, 22, Jan. 22, | Jan. 22, 1947 Name of Secunty 15, 22, 22, 
oe 1947 1947 1947 1947 Ps ee < i 1947 1947 1947 
“High | Low _High | Low (a) _() (© |l ae 
| % % Other Securities | fs ¢, 
British Funds* 113} 1118 (a) (d) ||Australia 34% 1965-69. .... 1123 112 |2 7 6 
\ |£ sd} £ s. d. |) 105 1043 ) (d) ||Birmingham 2$% 1966-71. .)|| 105 105 4237 
103% | 101f ||Conversion 3% 1948-53.......... 103% 101}xd — 1 2 51|| 101} 100}? (a) (a) ||Argentine 34% 1972 ...... 101 101 389 
1039; | 1024§- ||War Bonds 24% 1949-51.:......:]) 103% 103% |0 3 4)1 5 3 |) 128/9 | 124/43) 40 e} 40 © ||Anglo American Corp. 10s...|) 127/6 127/6 - 2-9 
101g | 101g ||Exchequer Bds. 13% 1950........ 101{ 101% | 0 610} 1 2 1 |/131/10}) 118/9| 15 b 5 a ||Anglo-Iranian Oil {1....... | 128/9 | 131/3 |} 3 1 0 
105 1034§ ||War Bonds 24% 1951-53 ........- 1044§ | 1034$xd| 0 7 5/1 810 71/- | 66/3 10 ¢}| 10 ©¢|/Assoc. Port.Cem. Ord. Stk. {1|| 69/- 66/6 | 3 0 0 
105$ | 104% ||War Bonds 24% 1952-54......... 105 104% |010 9/112 4 42/- | 40/- | 25 ¢| 40 ¢ ||Austin Motor A Ord. Stk. 5s.|) 41/~ 41/3 |417 0 
105% | 1044§ ||Funding 23% 1952-57 ........... 105§ | 105 |0 9 3/113 9|| 95/43! 91/43! 7 6| 7 a@ Barclays Bank Ord. “B” {1|| 94/6xd} 93/-xd| 3 0 3 
108 107 Nat. Defence 3% 1954-58........- 107? 107g |} O11 7)3)17 7 243/9 | 233/9 | +5 a} $20 b||Bass Ratcliff Ord. {1...... || 235/- | 235/- | 2 2 6f 
109: 108 War Loan 53% 1955-59. .........- 109} 109g | 012 0/118 8 | 105/73} 100/7}} 12 b 8 a ||British Oxygen Ord. {1....|| 105/- 101/3. | 3:19 3 
108 107 + ||Savings Bds. 3% 1955-65......... 107, xd) 107% xd} 014 6);2 0 3 58/3 | 53/9 56 24a |\Courtaulds Ord. {1........ 57/3 55/9 |} 213 9 
105% | 104} ||Funding 24% 1956-61 ........... 105% | 105§ | 016 3}11811 |) 28/9) 26/6 8c 8 ¢ |\Dorman Long Ord. {1 ..... 28/3 27/3 | 517 3 
109% | 108% ||Funding 3% 1959-69............. 109% | 1093 | 017 7);2 4 0 77/44} 73/- 8 ¢}| 12 © ||\Dunlop Rubber Ord. £1....|| 76/- 74/- | 34 9 
J21¢ | 121% ||Funding 4% 1960-90............. 121g 121% }/011 1)2 4 0 47/6 | 45/3 5b 3 a ||Imp. Chem. Ind. Ord. Stk. {1]} 46/9 46/6 |3 9 0 
i104 | 108% ||Savings Bds. 3% 1960-70......... 109} 1083xd/ 019 0)}2 4 6 49/6 | 40/- Tee} 10 c |\Lancs. Cotton Ord. Stk. £1..}} 47/6 47/- 450 
1044 | 104.4 ||Savings Bds. 24% 1964-67........ 104 104 | 1 2 6/2 410]) 55/6| 53/3| 5 c| 5 e||Lever and Unilever Ord. 41 || 54/- | 54/3 | 117 0 
123g | 122} ||Victory Bonds 4% 1920-16 123; 122jxd|.0 15 9}2 6 9 71/6 | 72/6} 10 e¢} 10 e||London Brick Ord. Stk. £{1.|| 75/- 72/6 | 215 0 
lll f | 1094§ ||Savings Bds. 3% 1965-75......... 1094xd| 109#xd} 1 1 1)/2 6 6 84h 81 (a) (a) L.M.S. 4% Ist Pref. Stk..... 825 82) 417 0 
108 | 10743 ||\War Loan 34% aft. 1952 ........- 1084 | 108% | 010 2 212 36/9 | 34/- 44b 2a ||N.-Eastn. Elec. Ord. Stk. £1|| 34/6 34/6 |}4 1 0 
116% | 116% |\Consols 4% (after 1957).......... | 1164xd| 116$xd)010 1])/2 3 1 58/9 | 52/-] 1246 5 a||P’chin J’nson Ord. Stk. 10s.|} 52/6 55/6 |3 3 0 
115g | 114% «6|\Conv. 34% (after 1961)........... 114% 115 01611)2 610 39 38 $69.07c|t 1144 c ||Prudential “A” £1......... 38} 383 nl 16 «OF 
100} 994 ||Treas.Bds.24% (after 1975) 99jxd} 994xd) 1 7 7/210 O}] 63/43) 57/- | 12h¢| 12h ¢ |/Stewarts and Lloyds Def. £1)| 62/6 58/- |4 6 0 
110} 1094 ||Treas. Stk. 3% (aft. 1966)........ 109% 1094 1.2. TiS 8.9 98/14) 93/14) 330) +2$a |\‘Shell” Transpt. Ord. Stk. £1|| 94/43xd} 97/6xd| 1 5 6f 
117% | 1164 ||Redemption 3% (1986-96)........ 117 116s | 1 3 Of} 2 710 || 147/14! 138/9| 10 @| 1246 |\Tube Invst. Ord. Stk. £1...|| 142/6 | 141/3 | 3 3 6 
99 Bye ||Consols 24% §....... 0s eee ee eeee 983 98 | 1 8 0} 21011 || 96/3) 86/9 3ta 82d || Turner & Newall Ord. Stk. £1|| 94/- 92/6 | 2 14 0 
i 107/3 | 101/3 15 a} 55 6 ||\Woolworth (F. W.) Ord. 5s. | 106/3 104/- 5 %. 9 
{ | | 
* To earliest redemption, except § flat yield and ¢ assumed average life 17 years 6 months | (a) Interim. (6) Final. (c) Whole year. (d) Int. paid half-yearly. (#) Yield Basis 
Net yields after allowing for tax at 9s. in £. 69-58% t+ Free of Tax. 





Shorter Notes 


The Ministry of Supply contracts for the purchase of Nigerian 
tin concentrates at £3573 f.o.b. per ton of tin content and for 
Malayan tin on an ex-sinelter basis at £370 per ton, have been 
extended without final date. Bolivian producers are reported to 
be holding out for a higher price for tin concentrates from the 
United States, and are keeping back supplies ; the Texas smelter, 
however, has adequate stocks. 


* 


Solicitors acting for a group of shareholders of Short Brothers 
(Rochester and Bedford) have given notice of appeal from the 
recent High Court decision which upheld the compensation price 
of 29s. 3d. per share, based on the Stock Exchange price at the 
time of transfer to the Minister of Aircraft Production. During 
the recent hearing Treasury Counsel stressed the importance of 
the case in connection with other cases of the requisitioning of 
securities by the Government. 


® 


In order to control effectively the distribution of non-ferrous 
metals in short supply, the Ministry of Supply have established 
a stock control procedure based on the average monthly consump- 
tion in September and October, 1946. Firms will have to certify 
that the licences to purchase metal are in respect of orders and 
that full allowance has been made for scrap intake. For zinc 
stocks and forward purchases must not exceed six times the basic 
rate and for copper seven times. Provision has been made for 
cases where current consumption is 10 per cent or more above 
consumption in the basic period and for a gradual process of 
reducing excess stocks. 


* 


The Northern Rhodesia Chamber of Mines have reversed the 
decision taken on August roth, at the time of the artisans’ strike, 





and have agreed to the reintroduction of the closed-shop principle 
in the new agreement now being negotiated with the Northern 
Rhodesia Mineworkers’ Union. By this step, the prospects of 
avoiding industrial unrest at the four great copper mines and at 
Rhodesia Broken Hill lead-zinc mine should be much improved. 


* 


From January 16th the Indian Government has imposed a 2}d. 
per pound export tax on tea. Recently the Ceylon Government’ 
announced their intention of imposing a similar tax, in order to 
secure part of the advantage of current high tea prices for the 
community as a whole. In the first Céylon tea auction since 
September, 1942, offerings totalled 201,657 Ibs. and prices ruled 
at about twice those paid by the Ministry of Food. Broken orange 
peckoes fetched up to Rs. 3.20 per pound. Middle East buyers 
predominated, operating mainly through Indian brokers. 


* 


Atkin’s Manual, a standard reference book on electricity under- 
takings, has made a welcome reappearance for the first time since 
1940. Factual information is provided on home and overseas 
electric supply and transport companies, electrical and motor 
omnibus manufacturing company, and, in a new section, electricity 
finance and investment trust companies. 


* 


The Siam Government has agreed to sell tin concentrates in 
equal amounts to Britain and the United States at the equivalent 
of the Malayan price and to ship in accordance with Combined 
Tin Committee allocations. Compensation is to be paid to British 
and Australian owners in respect of Government mine operations 
during and since the Japanese occupation, and a Tin Commission 
is to be established by the four interested governments. 
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NATIONAL BANK OF INDIA LIMITED 


Bankers to the Government in Kenya Cotony and Uganda, 
Head Office: 26 BISHOPSGATE, LONDON, €E.C.2. 


BRANCHES: 

Aden and Cochin Madras Kisumu Kenya 

Aden Point (8. India) Mandalay Mombasa Colony 
Amritsar Colombo Nuwara Nairobi British 
Bombay Delhi Eliya Nakuru E.A. 
Caicutta Kandy Rangoon Entebbe 
Cawnpore Karachi Tuticorin Jinja } Uganda 
Chittagong Lahore Zanzibar Kampala 
Dar-es-salaam Mwanza Tanga... eos ees ee Tanganyika Territory 
SUBSCRIBED CAPITAL ... ooe £4,000,000 
PAID-UP CAPITAL eee eee £2,000,000 
RESERVE FUND ... oon coe £2,200,000 


The Bank conducts every description of Eastern Banking business. 
Trusteeships and Executorships also undertaken, 


COMMONWEALTH BANK OF AUSTRALIA 


Guaranteed by the Branches and Agencies 
Australian Government. throughout Australia. 
Banking and Exchange Business of every description transacted. Bankers 
to the Government of the Commonwealth of Australia, the Government 
of the State of Queensland, the Government of the State of South Australia, 
the Government of the State of Western Australia, the Government of the 
State of Tasmania, Commonwealth Savings Bank of Austratia. Agencies are 
open at 3,948 Post Offices and other offices throughout the Commonwealth. 
As at 30th June, 1946—Central Bank Balances .,,, oe» £4.444,030,911 
Note Issue Department ... Las 206,660,481 

General Bank lances ... peo 75,469,757 








Rural Credits ree 3,279,760 
Mortgage Bank partment bes 2,463,143 
Jodustriat Finance Dept. ... eee 090.7 

Savings Bank Balances .,.. wee 451,883,943 


£A1,185,878,722 


A. H. LEWIS. Manager. 
London Office: 8, OLD JEWRY, £.C.2. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 


Canadian Markets 


British firms, interested in Canada as a field for business 
and trade expansion, will find The Royal Bank of 
Canada a useful ally. With branches from coast to 
coast, we provide an informed banking service fully 
experienced in meeting the needs of foreign traders: 


London Offices—6 Lothbury, London, E.C.2. 
_E. B. McInerney, Mgr. 

2-4 Cockspur Street, S.W.1. 
L. R. Newman, Mgr. 


THE ROYAL BANK 
OF CANADA) 0:r 600 branches in 


Canada, Newfound. 
Head Office, Montreal anada, Nenfoundland, 


the West Indies, Central 
Offices in New York and Paris) and South America. 


Incorporated in Canada in 1869 with Limited Liability. 


THE UNIVERSITY OF LIVERPOOL 


CHADDOCK CHAIR OF ECONOMICS. es Su 

The Council of the University of Liverpool invites opponent for 
the Chaddock Chair of Economics, at a salary of £1,450 per annum, 
together with superannuation within the Federated Superannuation 
System for Universities. 

The appointment will date from October 1, 1947, or from such later 
date as may be arranged. ‘ 

Further particulars may be obtaimed from the undersigned, by whom 
applications (12 copies) should be received net later than March 15, 1947. 

January, 1947. STANLEY DUMBELL, Registrar. _ 


UNIVERSITY GOLLEGE OF WALES, ABERYSTWYTH 


An appointment will shortly be made to a teaching post in the 
Department of Economics and Political Science on the scale of salary 
£600 to £750 per annum. Applications are invited, and should be sent 
to the Registrar, University College of Wales, Aberystwyth, by March 
15, 1947. 


BLEACHERS’ ASSOCIATION LIMITED 


3 

The Cash Payments and Allotment Letters for 4 per cent Funding 
Certificates (as compensation for cancellation of arrears of Preference 
Dividend to March 31, 1946, under the Scheme of Arrangement) will be 
posted on January 24, 1947, to the Preference Stockholders registered 
on the books on January 15th, 

The Transfer Books of the 54 per cent Cumulative Preference Stock 
will be closed from Monday, the 20th, to Friday, an 31, 1947 
(inclusive) for the preparation of the interim dividend on the Preference 
Stock for the half-year ending September 30, 1946, payable on 


February 1, 1947. 
By Order of the Board, 
H. JOHNSON, F.C.1.S., Secretary. 
Blackfriars House, Parsonage, Manchester, 3. January 17, 1947. 


| 
| 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 





















AUTHORISED CAPITAL ... °... ... eve --- £4,500,000 
CAPITAL FULLY PAID ... pee Gh Oe -. £2,400,000 
RESERVE FUND & BALANCE carried forward... ....  £2,411,133 


DEPOSITS & CREDIT BALANCES 
as at 28th February, 1946 ... see a -. £76,781,159 


Head Office: THE MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scotland. 


London Offices: 
CITY OFFICE, 30, BISHOPSGATE, E.C. 


PICCADILLY CIRCUS BRANCH, 16/18, PICCADILLY, W. 


THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Cofony of Hongkong.) 

CAPITAL ISSUED AND FULLY PAID UP. $20,000,000 
RESERVE FUNDS STERLING - « = e« 

RESERVE LIABILITY OF MEMBERS. .« $20,000,000 
Head Office: HONGKONG. 

London Office: 9, GRACECHURCH STREET, E.C.3. 
Chief Manager: THz HonouraBLe Mr. A. Morse, 0.B.E. 
BRANOHES AND AGENOIES THROUGHOUT INDIA AND 
THD FAR EAST, Bie. 

HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED. 

9, Gracechurch Street, E.C.3, a company imeorporated in England and 
an affiliate of The Hongkong and Shanghai Banking Corporation, ts 

prepared to act as Executor and Trustee in approved cases. 
wll particulars may be had on application. 


NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 


Commercial Register No. 1 Cairo. 


FULLY PAID CAPITAL - 











- £3,000,000 
RESERVE FUND-  _-  —- —_- _£3,000,000 
London Office: 


6 & 7 King William Street, E.C.4 


Branches in all the Principal Towns in EGYPT and the SUDAN 








REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 


£15,600,000 
£92,000,000 
£173,000,000 


ANNUAL INCOME EXCEEDS 
ASSETS EXCEED 
CLAIMS PAID EXCEED 

(1945 Accounts) 





N ARKET RESEARCH ASSISTANT.—Write, stating in tabular form, 
age, philosophy of life, best subject at school, economic and 
statistical qualifications, experience (though successful applicant wil! 
be trained), leisure interests, reasons for wanting this job, present 
salary, what salary expected and when free.—Mark envelope ‘ Market 
Research,” and send it to Frank Murphy, of London, Ltd., 15, Sun 
Street, Hitchin, Herts. 


NNHE RHODES-LIVINGSTONE INSTITUTE has vacancies for research 
workers and social anthropologists, economists and other social 
scientists in British Central Africa. 
Applications, with testimonials, should be sent to: The Director, 
Rhodes-Livingstone Institute, Livingstone, Northern Rhodesia. 
For details of the terms offered please refer to the Journal Africa. 


ALES PUBLICITY MANAGER.—First-class man required by large 

industrial group. .Candidates should be experienced in Electrical 
Manufactures and be capable of handling the National Sales Promotion 
Publicity programms for home market. Preference will be given to 
high-grade Executives with similar experience with leading concern. 
Head Office in London.—Applicants, age about 40. should write, giving 
fullest details of personal, educational and business record, and salary 
required, to ‘‘ P.M. Confidential,’” Box 401. 


(GFRNBRAL SALES MANAGER.—Important group of Electrical Manu- 
KH facturers require Chief Sales Executive to contro) all home marke! 
sales. Applicants must possess extensive commercial and organising 
experience and have held similar appointment with large organisation. 
Headquarters of group are in London. Salary for successful candidate, 
age about 40, is commensurate with responsibility of the appointment.— 
Write, giving fullest details of personal, educational, business record and 
salary required. to ‘‘G.S.M. Confidential,’’ Box 402. : 
MYHE ECONOMIST : Oct., 1944—Sept., 1946, weekly parts with Indices. 
What offers ?—Box 412. - 
OTHER NOTICES ON PAGE 173 





Printed in Great Britain by St. Ciements Press, Lro., Portugal St.. Kingsway, London, W.C.2. 


at Brettenham House, Lancaster Place, Stcand, London, W.C.2. U.S. Representative: R. S. Farley, 111 Broadway, New York, 6.—Saturday, January 25, 1947. 


Published weekly by Tue Economist Newsparer, L1o., 


peel OS) el 


7 





